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STATEMENT  OF  THE  CHAIRMAN 

December  1969. 

During  the  first  session  of  the  91st  Congress,  102  Senate  bills,  nine 
House  bills,  nine  Senate  joint  resolutions,  four  Senate  resolutions,  one 
Senate  concurrent  resolution,  and  31  nominations  were  referred  to  the 
committee.  The  committee  reported  26  bills  and  resolutions  to  the 
Senate,  and  the  Senate  acted  favorably  on  24  of  them.  Eighteen  of 
these  measures  became  public  law.  All  31  nominations  were  reported 
and  approved  by  the  Senate. 

Also,  the  Senate  acted  directly  on  one  measure  under  the  commit¬ 
tee’s  jurisdiction  without  formal  reference  to  the  committee,  House 
Joint  Resolution  864,  providing  for  a  temporary  extension  of  the  au¬ 
thority  conferred  by  the  Export  Control  Act  of  1949.  This  became 
Public  Law  91-59. 

The  following  summary  of  the  committee’s  activities  includes  an 
account  of  all  bills,  resolutions,  and  nominations  acted  upon  by  the 
committee  through  hearings,  reports,  or  otherwise  during  this  session. 

John  Sparkman. 


(VII) 


JURISDICTION,  PROCEDURES,  AND  POWERS 

[Extract  from  Rule  XXV  of  tlie  Standing  Rules  of  the  U.S.  Senate] 

STANDING  COMMITTEES 

1.  The  following  standing  committees  shall  be  appointed  at  the 
commencement  of  each  Congress,  with  leave  to  report  by  bill  or 
otherwise : 

%  >!;  5jj  :Jc  %  :J: 

(e)  Committee  on  Banking  and  Currency,  to  consist  of  15  1  Senators, 
to  which  committee  shall  be  referred  all  proposed  legislation,  messages, 
petitions,  memorials,  and  other  matters  relating  to  the  following 
subjects : 

1.  Banking  and  currency  generally. 

2.  Financial  aid  to  commerce  and  industry,  other  than  mat¬ 
ters  relating  to  such  aid  wdiich  are  specifically  assigned  to  other 
committees  under  this  rule. 

3.  Deposit  insurance. 

4.  Public  and  private  housing. 

5.  Federal  Reserve  System. 

6.  Gold  and  silver,  including  the  coinage  thereof. 

7.  Issuance  of  notes  and  redemption  thereof. 

8.  Valuation  and  revaluation  of  the  dollar. 

9.  Control  of  prices  of  commodities,  rents,  or  services.2 

s{c  %  sic  :Js  sfc 

2.  The  said  committees  shall  continue  and  have  the  power  to  act 
until  their  successors  are  appointed. 

3.  (a)  Except  as  provided  in  paragraph  (b)  of  this  subsection,  each 
standing  committee,  and  each  subcommittee  of  any  such  committee, 
is  authorized  to  fix  the  number  of  its  members  (but  not  less  than 
one-third  of  its  entire  membership)  who  shall  constitute  a  quorum 
thereof  for  the  transaction  of  such  business  as  may  be  considered  by 
said  committee,  subject  to  the  provisions  of  section  133  (d)  of  the  Legis¬ 
lative  Reorganization  Act  of  1946. 


1  Increased  from  14  Senators  by  S.  Res.  13,  Jan.  14,  1969. 

1  By  S.  Res.  22,  agreed  to  Feb.  17,  1969.  and  S.  Res.  23,  agreed  to  Feb.  17,  1969,  the  Com¬ 
mittee  on  Banking  and  Currency  or  any  duly  authorized  subcommittee  thereof  was  author¬ 
ized  under  secs.  134(a)  and  136  of  the  Legislative  Reorganization  Act  of  1946,  as  amended, 
and  in  accordance  with  the  committee’s  jurisdiction  as  specified  by  rule  XXV,  to  examine, 
investigate,  and  make  a  complete  study  of  any  and  all  matters  pertaining  to — 

(1)  banking  and  currency  generally  ; 

(2)  financial  aid  to  commerce  and  industry  ; 

(3)  deposit  insurance ; 

(4)  the  Federal  Reserve  System,  including  monetary  and  credit  policies  ; 

(5)  economic  stabilization,  production,  and  mobilization  ; 

(6)  valuation  and  revaluation  of  the  dollar  ; 

(7)  prices  of  commodities,  rents,  and  services  ; 

(8)  securities  and  exchange  regulation  ; 

(9)  credit  problems  of  small  business  ;  and 

(10)  international  finance  through  agencies  within  the  legislative  jurisdiction  of 
the  committee  [S.  Res.  22]  ;  and 

(11)  public  and  private  housing  [S.  Res.  23]. 
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(b)  Each  standing  committee,  and  each  subcommittee  of  any  such 
committee,  is  authorized  to  fix  a  lesser  number  than  one-third  of  its 
entire  membership  who  shall  constitute  a  quorum  thereof  for  the 
purpose  of  taking  sworn  testimony. 

Hs  *  *  *  *  *  * 

5.3  No  standing  committee  shall  sit  without  special  leave  while  the 
Senate  is  in  session  after  (1)  the  conclusion  of  the  morning  hour,  or 
(2)  the  Senate  has  proceeded  to  the  consideration  of  unfinished  busi¬ 
ness,  pending  business,  or  any  other  business  except  private  bills  and 
the  routine  morning  business,  whichever  is  earlier. 


[Extracts  from  Rulemaking  Provisions  of  the  Legislative  Reorganization  Act 

of  1946] 

COMMITTEE  PROCEDURE 

Sec.  133.  (a)  Each  standing  committee  of  the  Senate  and  the  House 
of  Representatives  (except  the  Committees  on  Appropriations)  shall 
fix  regular  weekly,  biweekly,  or  monthly  meeting  days  for  the  trans¬ 
action  of  business  before  the  committee,  and  additional  meetings  may 
be  called  by  the  chairman  as  he  may  deem  necessary. 

(b)  Each  such  committee  shall  keep  a  complete  record  of  all  com¬ 
mittee  action.  Such  record  shall  include  a  record  of  the  votes  on  any 
question  on  which  a  record  vote  is  demanded. 

(c)  It  shall  be  the  duty  of  the  chairman  of  each  such  committee  to 
report  or  cause  to  be  reported  promptly  to  the  Senate  or  House  of 
Representatives,  as  the  case  may  be,  any  measure  approved  by  his 
committee,  and  to  take  or  cause  to  be  taken  necessary  steps  to  bring 
the  matter  to  a  vote. 

(d)  No  measure  or  recommendation  shall  be  reported  from  any  such 
committee  unless  a  majority  of  the  committee  were  actually  present. 

(e)  Each  such  standing  committee  shall,  so  far  as  practicable,  re¬ 
quire  all  witnesses  appearing  before  it  to  file  in  advance  written 
statements  of  their  proposed  testimony,  and  to  limit  their  oral  pres¬ 
entations  to  brief  summaries  of  their  argument.  The  staff  of  each 
committee  shall  prepare  digests  of  such  statements  for  the  use  of  com¬ 
mittee  members. 

(f)  All  hearings  conducted  by  standing  committees  or  their  sub¬ 
committees  shall  be  open  to  the  public,  except  executive  sessions  for 
marking  up  bills  or  for  voting  or  where  the  committee  by  a  majority 
vote  orders  an  executive  session. 

COMMITTEE  POWERS 

Sec.  134.  (a)  Each  standing  committee  of  the  Senate,  including  any 
subcommittee  of  any  such  committee,  is  authorized  to  hold  such  hear¬ 
ings,  to  sit  and  act  at  such  times  and  places  during  the  sessions,  re¬ 
cesses,  and  adjourned  periods  of  the  Senate,  to  require  by  subpena 
or  otherwise  the  attendance  of  such  witnesses  and  the  production  of 
such  correspondence,  books,  papers,  and  documents,  to  take  such  testi¬ 
mony  and  to  make  such  expenditures  (not  in  excess  of  $10,000  for 

3  As  amended.  Senate  Journal  49,  88-2,  Jan.  30,  1964.  By  the  same  action  the  Senate  pro¬ 
vided  that  sec.  134(c)  of  the  Legislative  Reorganization  Act,  relating  to  the  same  subject, 
would  no  longer  be  applicable  to  the  Senate. 
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each  committee  during  any  Congress)  as  it  deems  advisable.  Each  such 
committee  may  make  investigations  into  any  matter  within  its  juris¬ 
diction,  may  report  such  hearings  as  may  be  had  by  it,  and  may  employ 
stenographic  assistance  at  a  cost  not  exceeding  $1.75  per  page.  The 
expenses  of  the  committee  shall  be  paid  from  the  contingent  fund  of 
the  Senate  upon  vouchers  approved  by  the  chairman. 

*  *  ❖  ❖  ❖  ❖  * 

LEGISLATIVE  OVERSIGHT  BY  STANDING  COMMITTEES 

Sec.  136.  To  assist  the  Congress  in  appraising  the  administration  of 
the  laws  and  in  developing  such  amendments  or  related  legislation  as 
it  may  deem  necessary,  each  standing  committee  of  the  Senate  and 
the  House  of  Representatives  shall  exercise  continuous  watchfulness 
of  the  execution  by  the  administrative  agencies  concerned  of  any  laws, 
the  subject  matter  of  which  is  within  the  jurisdiction  of  such  commit¬ 
tee;  and,  for  that  purpose,  shall  study  all  pertinent  reports  and  data 
submitted  to  the  Congress  by  the  agencies  in  the  executive  branch  of 
the  Government. 


RULES  OF  THE  COMMITTEE  ON  BANKING  AND  CURRENCY 

(Agreed  to  January  14,  1955) 

1.  A  subcommittee  of  the  committee  may  be  authorized  only  by  the 
action  of  a  majority  of  the  full  committee. 

2.  Unless  the  committee  otherwise  provides,  one  member  shall  con¬ 
stitute  a  quorum  for  the  receipt  of  evidence,  the  swearing  of  witnesses 
and  the  taking  of  testimony,  and  the  chairman  of  the  committee  or 
subcommittee  may  issue  subpenas. 

3.  No  investigation  shall  be  initiated  unless  the  Senate  or  the  full 
committee  has  specifically  authorized  such  investigation. 

4.  No  hearing  of  the  committee  or  a  subcommittee  shall  be  scheduled 
outside  of  the  District  of  Columbia  except  by  the  majority  vote  of 
the  committee  or  subcommittee. 

5.  No  confidential  testimony  taken  or  confidential  material  pre¬ 
sented  at  an  executive  hearing  of  the  committee  or  a  subcommittee 
or  any  report  of  the  proceedings  of  such  an  executive  hearing  shall  be 
made  public,  either  in  whole  or  in  part  or  by  way  of  summary,  unless 
authorized  by  the  committee  or  subcommittee. 

6.  Any  witness  subpenaed  to  a  public  or  executive  hearing  may  be 
accompanied  by  counsel  of  his  own  choosing  who  shall  be  permitted, 
while  the  witness  is  testifying,  to  advise  him  of  his  legal  rights. 

7.  If  the  committee  or  a  subcommittee  is  unable  to  meet  because  of 
the  failure  or  inability  of  its  chairman  to  call  a  meeting,  or  for  any 
other  reason,  the  next  senior  majority  member  of  the  committee  or 
the  subcommittee,  who  is  able  to  act,  shall  call  a  meeting  of  the  com¬ 
mittee  or  the  subcommittee  within  15  days  after  the  receipt  by  the 
Secretary  of  the  Senate  of  a  written  request,  stating  the  purpose  of 
such  a  meeting,  from  a  majority  of  the  members  of  the  committee  or 
the  subcommittee. 

8.  Committee  or  subcommittee  interrogation  of  witnesses  shall  be 
conducted  only  by  members  and  staff  personnel  authorized  by  the 
chairman  of  the  committee  or  subcommittee  concerned. 
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ACTION  ON  BILLS  AND  RESOLUTIONS,  91ST  CONG.,  1ST  SESS. 


Number  Description 


S.  Rept. 

No.  Final  action 


S.J.  Res.  37 _  Extension  of  time  for  making  a  report  by  the  Com¬ 

mission  to  study  mortgage  interest  rates. 

S.  408 _ Paraplegic  veterans  housing  program _ 

S.  1081 _ The  Winston  Churchill  Medal _ 

S.  1130 _ American  Fisheries  Society  Centennial  Medal _ 

S.  1995 _ Alabama  Sesquicentennial  Medals _ 

H.R.  6269 _ South  Carolina  300th  Anniversary  Medals _ 

H.R.  8188 _ Wichita  Kans.  Centennial  Medals _ 

S.  2224 _ _  Investment  Company  Amendments  Act _ 

S.J.  Res.  112 _  Extension  of  time  to  complete  institutional  investors 

study. 

S.J.  Res.  123 _  Extension  of  time  for  making  a  report  by  the  Com¬ 

mission  to  study  mortgage  interest  rates. 

S.J.  Res.  122 _  Temporary  extension  of  the  authority  conferred  by 

the  Export  Control  Act  of  1949. 

H.R.  7215, . .  U.S.  Diplomatic  Courier  Service  Commemorative 

Medals. 


Export  Expansion  and  Regulation  Act 


S.J.  Res.  140 _ Gold  Medals  for  American  Astronauts _ 

S.  2540 _ To  amend  the  Small  Business  Investment  Act  of  1958. 

S.  2815 _ Small  Business  Administration  Legislation  for  1969.. 

S.  2864 _ Housing  and  Urban  Development  Act  of  1969 _ 

S.J.  Res.  149 _  Extending  for  3  months  the  authority  to  limit  the  rates 

of  interest  or  dividends  payable  on  time  and  sav¬ 
ings  deposit  and  accounts. 

S.J.  Res.  152 _  Providing  for  temporary  extension  of  rural  housing 


programs  and  Federal  Housing  Administration 
Insurance  Authority,  and  to  extend  the  period  dur¬ 
ing  which  the  Secretary  of  Housing  and  Urban  De¬ 
velopment  may  establish  maximum  interest  rates 
on  insured  loans. 


S.J.  Res.  158 _ The  Eisenhower  dollar _ 

S.J.  Res.  164 _ Temporary  extension  of  the  authority  conferred  by 

the  Export  Control  Act  of  1949. 

S.  2577 _ Expanding  the  mortgage  market _ 

S.  823 . . .  Fair  credit  reporting _ 

H.R.  2 _ _ Independent  Agency  for  Federal  Credit  Unions _ 

H.R.  7491 _ State  taxation  of  national  banks.. _ _ 

S.  3154 _ _ Urban  Mass  Transportation  Assistance  Act  of  1969... 


91-92 

Public  Law  91-9. 

91-94 

Public  Law  91-22. 

91-95 

Public  Law  91-12. 

91-96 

Public  Law  91-13. 

91-171 

Public  Law  91-29. 

91-172 

Public  Law  91-16. 

91-174 

Public  Law  91-18. 

91-184 

Passed  Senate  May  26,  1969. 

91-206 

Public  Law  91-94. 

91-236 

Public  Law  91-38. 

91-275 

Public  Law  91-35. 

91-319 

Public  Law  91-48. 

91-336 

Public  Law  91-184. 

91-337 

Passed  Senate,  July  30,  1969. 

91-369 

Passed  Senate,  Aug.  13,  1969. 

91-370 

Passed  Senate,  Aug.  13,  1969. 

91-392 

Public  Law  91-152. 

91-397 

Public  Law  91-71. 

91-419 

Public  Law  91-78. 

91-451 

Passed  Senate,  Oct.  15,  1969. 

91-500 

Public  Law  91-105. 

91-516 

Public  Law  91-151. 

91-517 

91-518 

Passed  Senate,  Nov.  6,  1969. 

91-530 

91-633 

Public  Law  91-156. 

•  Became  law. 

NOMINATIONS,  91ST  CONG.,  1ST  SESS. 


Reported 

Name  and  Office  Committee  action  in  Senate  Confirmed 


Robert  C.  Wood,  of  Massachusetts,  to  be  Secretary  Jan.  9,  1969. — Received  by  Senate 
of  Housing  and  Urban  Development,  to  which  office  and  referred  to  committee, 
he  was  appointed  during  the  last  recess  of  the 
Senate. 

George  W.  Romney,  of  Michigan,  to  be  Secretary  of  Jan.  20,  1969.— Confirmed  by  Senate. 

Housing  and  Urban  Development. 

Paul  W.  McCracken,  of  Michigan,  to  be  a  member  of  Jan.  21,  1969. — Received  by  Senate  Jan.  28,1969  Jan.  29,1969 
the  Council  of  Economic  Advisers.  and  referred  to  committee. 


Hendrik  S.  Houthakker,  of  Massachusetts,  to  be  a  Jan.  22,  1969.— Received  by  Senate  _ do. .  Do. 

member  of  the  Council  of  Economic  Advisers.  and  referred  to  committee. 

Herbert  Stein,  of  Maryland,  to  be  a  member  of  the _ do _ _ .do _  Do. 

Council  of  Economic  Advisers. 

Richard  C.  Van  Dusen,  of  Michigan,  to  be  Under  Jan.  27,  1969.— Received  by  Senate  Feb.  4,1969  Feb.  7,1969 
Secretary  of  Housing  and  Urban  Development.  and  referred  to  committee. 

Floyd  H.  Hyde,  of  California,  to  be  an  Assistant _ do _ _ do _  Do. 

Secretary  of  Housing  and  Urban  Development. 

Samuel  C.  Jackson,  of  the  District  of  Columbia,  to . do _ ..do _  Do. 

be  an  Assistant  Secretary  of  Housing  and  Urban 
Development. 

Samuel  J. Simmons,  of  Michigan,  to  be  an  Assistant _ do . . . ...do .  Do. 

Secretary  of  Housing  and  Urban  Development. 

Sherman  Unger,  of  Ohio,  to  be  General  Counsel  of _ .do _ _ do _  Do. 

the  Department  of  Housing  and  Urban  Develop¬ 
ment. 


o 


NOMINATIONS,  91ST  CONG.,  1ST  SESS.— Continued 


Name  and  Office 


Committee  action 


Reported 

in  Senate  Confirmed 


Hilary  J.  Sandoval,  Jr.,  of  Texas,  to  be  Administra¬ 
tor  of  the  Small  Business  Administration. 

Lawrence  M.  Cox,  of  Virginia,  to  be  an  Assistant 
Secretary  of  Housing  and  Urban  Development. 

Betty  Higby,  of  Colorado,  to  be  Superintendent  of 
the  Mint  of  the  United  States  at  Denver. 

Carlos  C.  Villarreal,  of  California,  to  be  Urban  Mass 
Transportation  Administrator. 

Henry  Kearns,  of  California,  to  be  President  of  the 
Export-Import  Bank  of  the  United  States. 

Preston  Martin,  of  California,  to  be  a  member  of  the 
Federal  Home  Loan  Bank  Board  for  the  re¬ 
mainder  of  the  term  expiring  June  30,  1970,  vice 
Robert  L.  Rand,  resigned. 

Walter  C.  Sauer,  of  the  District  of  Columbia,  to  be 
First  Vice  President  of  the  Export-Import  Bank  of 
the  United  States. 

Harold  B.  Finger,  of  Maryland,  to  be  Assistant 
Secretary  of  Housing  and  Urban  Development. 

Mary  Brooks,  of  Idaho,  to  be  Director  of  the  Mint 
for  a  term  of  5  years. 

Nicholas  G.  Theodore,  of  Pennsylvania,  to  be 
Superintendent  of  the  Mint  of  the  United  States 
at  Philadelphia. 

R.  Alex  McCullough,  of  South  Carolina,  to  be  a 
member  of  the  Board  of  Directors  of  the  Export- 
Import  Bank  of  the  United  States. 

Carl  0.  Kamp,  Jr.,  of  Missouri,  to  be  a  member  of 
the  Federal  Home  Loan  Bank  Board  for  the  re¬ 
mainder  of  the  term  expiring  June  30,  1971,  vice 
John  E.  Horne,  resigned. 

John  Conrad  Clark,  of  North  Carolina,  to  be  a 
member  of  the  Board  of  Directors  of  the  Export- 
Import  Bank  of  the  United  States. 

Hamer  H.  Budge,  of  Idaho,  to  be  a  member  of  the 
Securities  and  Exchange  Commission  for  the 
term  of  5  years  expiring  June  5,  1974.  (Reap¬ 
pointment.) 

James  J.  Needham,  of  New  York,  to  be  a  member 
of  the  Securities  and  Exchange  Commission  for 
the  remainder  of  the  term  expiring  June  5,  1973, 
vice  Manuel  Frederick  Cohen,  resigned. 

Nicholas  Costanzo,  of  New  York,  to  be  superin¬ 
tendent  of  the  U.S.  assay  office  at  New  York, 
N.Y. 

Carter  L.  Burgess,  of  New  York,  to  be  an  incorpo¬ 
rator  of  the  corporation  authorized  by  sec.  902(a) 
of  the  Housing  and  Urban  Development  Act  of 
1968  vice  Edgar  F.  Kaiser. 

Thomas  Hal  Clarke,  of  Georgia,  to  be  a  member  of 
the  Federal  Home  Loan  Bank  Board  for  the  term 
expiring  June  30, 1973,  vice  Michael  Greenebaum, 
term  expired. 

A.  Sydney  Herlong,  of  Florida,  to  be  a  member  of 
the  Securities  and  Exchange  Commission  for  the 
remainder  of  the  term  expiring  June  5,  1971, 
vice  Francis  M.  Wheat. 

Eugene  A.  Gulledge,  of  North  Carolina,  to  be  an 
Assistant  Secretary  of  Housing  and  Urban  Devel¬ 
opment,  vice  Philip  N.  Brownstein,  resigned. 

Arthur  F.  Burns,  of  New  York,  to  be  a  member  of 
the  Board  of  Governors  of  the  Federal  Reserve 
System  for  a  term  of  14  years  from  Feb.  1,  1970, 
vice  William  McChesney  Martin,  Jr.,  term  ex¬ 
piring. 

Hildreth  Frost,  Jr.,  of  Colorado,  to  be  assayer  of  the 
Mint  of  the  United  States  at  Denver,  Colo.,  vice 
Earl  F.  Haffey. 


Feb.  21  1969.— Received  by  Senate 
and  referred  to  committee. 

_ do _ 

Feb.  28,1969 

_ do _ 

Mar.  4,1969 

Do. 

Feb.  28, 1969.— Received  by  Senate 
and  referred  to  committee. 

Mar.  7,1969 

Mar.  10,1969 

Mar.  6,  1969. — Received  by  Senate 
and  referred  to  committee. 

Mar.  13,1969 

Mar.  17,1969 

Mar.  7,  1969. — Received  by  Senate 
and  referred  to  committee. 

_ do _ 

Do. 

Mar.  12,  1969.— Received  by  Senate 
and  referred  to  committee. 

_ do _ 

Mar.  13, 1969 

Mar.  20, 1969.— Received  by  Senate 
and  referred  to  committee. 

Mar.  26, 1969 

Mar.  27, 1969 

Mar.  25,  1969.— Received  by  Senate 
and  referred  to  committee. 

Apr.  22,1969 

Apr.  25,1969 

Mar.  28,  1969  —  Received  by  Senate 
and  referred  to  committee. 

Aug.  7,1969 

Aug.  8,1969 

May  5,  1969.— Received  by  Senate 
and  referred  to  committee. 

May  16,1969 

May  20,1969 

May  5,  1969.— Received  by  Senate 
and  referred  to  committee. 

_ do _ 

Do. 

May  8,  1969.— Received  by  Senate 
and  referred  to  committee. 

_ do _ 

Do. 

May  16,  1959.— Received  by  Senate 
and  referred  to  committee. 

May  27,1969 

June  2,1969 

May  28,  1969— Received  by  Senate 
and  referred  to  committee. 

June  2,1969 

Do. 

_ do _ 

June  17, 1969 

June  18,1969 

June  25,  1969.— Received  by  Senate 
and  referred  to  committee. 

July  14,1969 

July  15,1969 

June  30,  1969.— Received  by  Senate 
and  referred  to  committee. 

July  28,1969 

July  29,1969 

July  22,  1969.— Received  by  Senate 

. do _ 

Do. 

and  referred  to  committee. 


Sept.  3,  1969.— Received  by  Senate  Sept.  18, 1969  Sept.  19, 1969 
and  referred  to  committee. 


Sept.  19,  1969.— Received  by  Senate  Sept.  25, 1969  Sept.  26, 1969 
and  referred  to  committee. 

Oct.  22,  1969.— Received  by  Senate  Dec.  18, 1969  Dec.  18, 1969 
and  referred  to  committee. 


Dec.  2,  1969.— Received  by  Senate  Dec.  4, 1969  Dec.  5, 1969 
and  referred  to  committee. 


BANKING 


EXPANDING  THE  MORTGAGE  MARKET 

[S.  2577] 

[Public  Law  91-151,  approved  Dec.  23,  1969] 

To  lower  interest  rates  and  fight  inflation,  to  help  housing,  small  business,  and 
employment,  to  increase  the  availability  of  mortgage  credit ;  and  for  other 
purposes 

History  of  Legislation 

Section  1  of  the  bill  extending  until  September  22,  1970,  flexible 
deposit  rate  control  authority  over  financial  institutions  was  first 
enacted  on  September  21,  1966  (Public  Law  89-597;  80  Stat.  823). 
The  authority  was  extended  for  an  additional  year  on  September  21, 
1967  (Public  Law  90-87;  81  Stat.  226),  and  extended  again  on  Sep¬ 
tember  21, 1968  (Public  Law  90-505 ;  82  Stat.  856) .  It  was  extended  for 
an  additional  3  months  to  December  22,  1969,  on  September  22,  1969 
(Public  Law  91-71 ;  83  Stat.  115) . 

S.  2577  was  introduced  by  Senator  William  Proxmire  on  July  9, 
1969.  Hearings  were  held  before  the  Subcommittee  on  Financial 
Institutions  on  S.  2499  and  S.  2577  on  September  9,  10,  and  22,  1969. 
The  subcommittee  met  in  executive  session  on  September  18  and  rec¬ 
ommended  S.  2577  with  amendments  to  the  full  committee.  The  full 
committee  met  on  October  22,  1969,  and  ordered  the  bill  reported  ( S. 
Rept.  91-516),  with  additional  amendments,  November  5,  1969.  The 
bill  was  considered  and  passed  without  further  amendment  by  the 
Senate  on  November  13, 1969,  and  referred  to  the  House  Committee  on 
Banking  and  Currency. 

H.R.  15091,  a  similar  bill,  was  reported  out  by  the  House  Banking 
Committee,  December  15,  1969  (LI.  Rept.  91-755),  and  passed  the 
House  December  17,  1969,  with  an  amendment.  On  December  19, 1969, 
both  Houses  agreed  to  a  conference  report  (H.  Rept.  91-769).  It  was 
approved  by  the  President  on  December  23,  1969,  becoming  Public 
Law  91-151. 

Digest  of  Statute 

TITLE  I - AMENDMENTS  TO  EXISTING  ACTS 

Section  1  extends  until  March  22,  1971,  flexible  authority  to 
regulate  the  rates  of  interest  paid  by  financial  institutions  on  time- and  - 
savings  deposits.  A  failure  to  extend  this  authority  could  precipitate 
another  rate  war  between  banks  and  savings  and  loan  associations 
such  as  we  had  in  1966  with  disastrous  effects  upon  the  supply  of 
mortgage  credit. 

Section  2  extends  limited  rate  control  authority  over  nonfederally 
insured  financial  institutions  in  those  States  where  uninsured  deposits 

(6) 
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are  greater  than  20  percent  of  total  deposits  and  the  State  banking 
commissioner  lacks  comparable  authority. 

Section  3  increases  from  $1  to  $4  billion  the  authority  of  the  Home 
Loan  Bank  System  to  borrow  from  the  Treasury.  In  addition,  the 
section  indicates  that  the  authority  shall  be  used  to  help  stabilize  the 
mortgage  market  during  periods  of  tight  money. 

Section  4  permits  the  Federal  Reserve  Board  to  limit  the  rates  paid 
on  commercial  paper  obligations  issued  by  the  holding  company  affil¬ 
iates  of  commercial  banks  and  to  establish  reserve  requirements  against 
these  issues.  By  issuing  commercial  paper,  large  commercial  banks 
have  been  able  to  raise  funds  by  offering  rates  higher  than  the  rate 
ceilings  permitted  under  the  Board’s  regulations. 

Section  5  gives  the  Federal  Reserve  Board  added  authority  to  estab¬ 
lish  higher  reserve  requirements  on  Eurodollar  borrowings  from 
foreign-owned  banks.  Large  commercial  banks  have  been  able  to  evade 
the  monetary  actions  of  the  Federal  Reserve  Board  by  borrowing  in 
the  Eurodollar  market. 

Section  6  reduces  the  amount  of  insurance  payments  savings  and 
loan  associations  must  make  to  the  FSLIC  by  eliminating  creditor 
obligations  from  the  base  from  which  premiums  are  computed. 

Section  7  increases  the  amount  of  FDIC  deposit  insurance  on  com¬ 
mercial  bank  deposits  from  $15,000  to  $20,000. 

Section  8  increases  the  amount  of  FSLIC  insurance  on  shares  or 
deposits  in  savings  and  loan  associations  from  $15,000  to  $20,000. 

Section  9  reactivates  the  authority  once  contained  in  the  Defense 
Production  Act  for  establishing  a  voluntary  credit  restraint  program 
similar  to  the  one  used  during  the  Korean  war.  Under  this  authority, 
the  President  could  establish  committees  of  financial  leaders  to  work 
out  programs  for  allocating  credit  to  the  most  essential  uses. 

TITLE  II - AUTHORITY  FOR  CREDIT  CONTROL 

This  title  gives  the  President  the  authority  to  implement  mandatory 
controls  on  consumer  and  business  credit.  These  controls  could  limit 
the  amounts  which  lenders  could  lend  or  borrowers  could  borrow^  as 
well  as  the  terms  by  which  such  credit  could  be  extended  including  the 
maximum  rate  of  interest,  the  minimum  down  payment,  the  maximum 
maturity,  and  the  frequency  of  repayment. 

TITLE  III - SMALL  BUSINESS  ADMINISTRATION 

This  title  directs  the  Small  Business  Administration  to  make  an 
additional  $70  million  available  to  small  business  investment  companies 
from  its  business  loan  and  investment  fund. 


HIGH  INTEREST  RATES 

Hearings  were  held  before  the  full  committee  on  March  25,  March  26, 
and  April  1  on  the  impact  of  high  interest  rates  on  the  economy.  The 
hearings  followed  an  increase  in  the  prime  rate  to  7 y2  percent  by 
commercial  banks  on  March  17.  The  prime  rate  is  the  rate  charged 
by  banks  to  their  most  credit  worthy  business  customers. 

The  purpose  of  the  hearings  was  to  determine  what  impact  higher 
interest  rates  would  have  on  homebuyers,  small  business  borrowers, 
consumers,  farmers,  and  State  and  local  governments. 
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tl i^TreTsur^the  Comtif  ofT'3'  fr°-m  f^e  Feder‘^  Reserve  Board 
Loan  Bank  Board  and  frL/other  officia^Tf1’8’ the  .Federal  Home 

=m£T  COmmercial  «"“***  ^«aeti— f  SS 

tation  iSSU6S  conceming  the  implemen- 


S1ATE  TAXATION  OF  NATIONAL  BANKS 

[H.R.  7491] 

[Public  Law  91-1.56,  approved  December  24.  I960] 

To  clarify  the  liability  of  national  banks  for  certain  taxes. 

History  or  Legislation 

February  24,  l^^and0^  subLmmntlvf atl?  wught  Patman  on 
favorably  with  an  amendment  on  June  9  (R  Rept  91~290) 

passed  by  the  House  of  Representatives  1ff6!>vThe  "leasure  "’as  then 
sent  to  the  Senate  where  it  was  referred  to  the^R  R’  1969  and  was 
ommittee.  A  similar  bill  S.  2065  was  intrnrl  f and  Currency 
?'V M»y  5»  - 19691  subsequently  on  September §enator  Holland 
S.  2906  as  a  substitute  fo  sW®!  Senator  Holland 

H.R.  j491  and  S.  2906  on  September  24  loro  H<¥??6S  lvere  held  on 
ainendment  was  reported  (£  S  91  m  and  H-R.  7491  with  an 

s&  •“  ™  .SvArras 

hS  «»  Senate  J 

her  9,  1969,  H.  Kept  91-798  conference  report,  filed  on  Decern 

int  1f69,Knd,by  the  Senate  on  Decern bel^^ofio  S°us,e  °n  December 
^to  law  by  the  President  on 

Digest  oe  Statute 

position  on  any  mUionaY ^ink  located6'  ex-¥inM  ,aw  to  allow  the  im- 
cept  a  tangible7 personal  PS?2?  AH±  *  f  State  of  “7  tax  ex- 
tional  bank  located  outside  the  State  o^IpT  nf  Jmposlti°n  on  a  na- 
erty  taxes,  documentary  stamp  taxes  tanofiblP  d  "Se  ,taxes’  real  Prop¬ 
ane], cense,  registration,  transfer  exc  se  m  otlfff™1  proPerty  taxes, 
oi?  he  ownership,  use  or  transfer  of Si  We J  i  °r  taxes  imposed 
withm  the  jurisdiction.  '  Personal  property  located 

IwCtowSSr"7  8mends  Section  5219,  effective  January  1, 

of  the^tinited^tates6  o^l^nyStateTnaLonT  ?naeM  under  authority 
a  bank  organized  and  existing  unde ?" l  e  U be  treated  as 
jurisdiction  within  which  its  piancipa/ office  is  hfcated  ’’6  ^  °r  °tW 
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Section  3 . — Subject  to  certain  exceptions,  prohibits  the  imposition 
of  certain  taxes  under  existing  State  legislation  unless  the  tax  was  im¬ 
posed  on  that  class  of  banks  prior  to  the  enactment  of  this  act  or  the 
imposition  is  authorized  by  subsequent  affirmative  action  by  the  State 
legislature. 

Section  J. — Requires  the  Board  of  Governors  of  the  Federal  Reserve 
System  to  conduct  a  study  to  determine  the  probable  impact  of  the  im¬ 
position  of  certain  taxes. 


HEARINGS  ON  REPORTS  OF  THE  COMMISSION  ON 
MORTGAGE  INTEREST  RATES 

Pursuant  to  Public  Law  90-301,  approved  May  7,  1968,  a  Commis¬ 
sion  was  appointed  to  study  and  recommend  ways  of  dealing  with  the 
FHA-VA  interest-rate  ceilings  and  of  increasing  the  availability  of 
mortgage  credit  at  reasonable  rates  of  interest  to  help  assure  that  the 
Nation’s  housing  goal,  set  by  the  Housing  and  Urban  Development 
Act  of  1968,  would  oe  met. 

After  completion  of  its  work,  the  Commission  issued  its  report  to 
the  President  and  to  the  Congress  in  August  1969. 

Following  the  Commission  report,  the  Banking  and  Currency  Com¬ 
mittee,  on  September  25,  26,  29,  and  30  and  October  1, 1969,  held  open 
hearings  to  receive  public  testimony  on  the  recommendations  of  the 
Commission  in  order  to  help  the  Congress  in  implementing  those  pro¬ 
visions  which  require  legislative  action. 


HEARINGS  ON  PROPOSED  AMENDMENTS  TO  THE  BANK 
HOLDING  COMPANY  ACT  WHICH  WOULD  AFFECT 
THE  DISTRICT  OF  COLUMBIA 

On  July  8, 1969,  Senators  Sparkman  and  Bennett  introduced  by  re¬ 
quest  S.  25fi9.  Hearings  were  held  on  the  bill  on  October  7  and  8,  1969. 
No  further  action  was  taken  by  the  committee. 

Digest  or  the  Bill 

The  bill  would  allow  bank  holding  companies  located  within  the 
District  of  Columbia  to  acquire  assets  outside  the  District  in  those  por¬ 
tions  of  Virginia  and  Maryland  which  make  up  the  National  Capital 
region  as  defined  by  the  National  Capital  Transportation  Act  of  I960. 
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CONSUMER  CREDIT 


INDEPENDENT  AGENCY  FOR  FEDERAL  CREDIT 

UNIONS 

[H.R.  2] 

To  amend  the  Federal  Credit  Union  Act  so  as  to  provide  for  an  independent 
Federal  agency  for  the  supervision  of  federally  chartered  credit  unions 

History  of  Legislation 

H.R.  2  was  introduced  by  Representative  Wright  Patman  on  Jan¬ 
uary  3,  1969.  Hearings  were  held  on  H.R.  2  on  June  17  and  18,  1969, 
and  the  Banking  and  Currency  Committee  of  the  House  of  Repre¬ 
sentatives  favorably  reported  the  bill  without  amendment  on  June  27, 
1969  (H.  Rept.  91-331).  The  bill  was  passed  by  the  House  of  Rep¬ 
resentatives  on  July  28,  1969,  and  sent  to  the  Senate  where  it  was 
referred  to  the  Banking  and  Currency  Committee. 

A  companion  bill,  S.  2298,  was  introduced  by  Senator  Sparkman 
on  May  29,  1969.  Hearings  were  held  by  the  committee  on  H.R.  2 
and  S.  2298  on  September  23,  1969,  and  subsequently  H.R.  2  was  fa¬ 
vorably  reported  (S.  Rept.  91-518)  with  amendments  to  the  Senate  on 
November  5,  1969.  No  further  action  was  taken  on  H.R.  2  during  the 
first  session  of  the  91st  Congress. 

Digest  of  Bill 

Sections  1  and  2. — Contain  technical  amendments  to  make  the  exist¬ 
ing  law  conform  to  establishment,  under  subsequent  provisions,  of  an 
independent  agency  for  the  regulation  of  Federal  credit  unions. 

Section  S . — Establishes  a  National  Credit  Union  Administration.  It 
provides  for  the  appointment  of  an  Administrator  by  the  President 
and  the  appointment  of  a  National  Credit  Union  Advisory  Board  by 
the  President;  fixes  the  terms  of  the  Board  members;  specifies  car- 
tain  aspects  of  the  operation  of  the  Advisory  Board ;  and  provides  for 
audit  by  the  General  Accounting  Office  of  the  operation  of  the  Ad¬ 
ministration. 

Section  J. — Confers  upon  the  Administrator  the  authority  necessary 
to  perform  his  functions. 

Section  5 . — Provides  for  the  employment  of  personnel  at  certain 
levels. 

Sections. — Transfers  all  functions,  property,  records,  and  personnel 
of  the  Bureau  of  Federal  Credit  Unions  to  the  National  Credit  Union 
Administration . 
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FAIR  CREDIT  REPORTING 
[S.  823] 

To  enable  consumers  to  protect  themselves  against  arbitrary,  erroneous,  and 

malicious  credit  information 

History  of  Legislation 

The  fair  credit  reporting  bill  was  introduced  by  Senator  William 
Proxmire  on  January  31,  1969.  Hearings  before  the  Subcommittee  on 
Financial  Institutions  were  held  from  May  19  through  May  23.  The 
subcommittee  met  in  executive  session  on  October  9  and  recommended 
the  bill  with  amendments  to  the  full  committee.  The  full  committee 
met  on  October  22  and  ordered  the  bill  reported  with  additional 
amendments  (S.  Rept.  91-51 Y,  November  5,  1969).  The  bill  was  passed 
by  the  Senate  on  November  6  without  amendment  and  referred  to  the 
House  Committee  on  Banking  and  Currency.  No  further  action  was 
taken  on  the  bill  during  the  first  session  of  the  91st  Congress. 

Digest  of  Bill 

Section  601 — Short  title 

This  section  indicates  that  the  act  may  be  cited  as  the  “Fair  Credit 
Reporting  Act.” 

Section  602 — Statement  of  purpose 

This  section  indicates  a  need  to  establish  safeguards  for  the  report¬ 
ing  of  information  on  consumers  so  as  to  assure  its  confidentiality, 
accuracy,  relevancy,  and  proper  utilization. 

Section  60S — Definitions  and  rules  of  construction 

A  “consumer  report”  is  defined  under  subsection  (d)  as  a  report  on 
an  individual  when  the  information  has  been  collected  or  is  to  be  used 
for  credit,  insurance,  or  employment  purposes.  The  term  does  not  in¬ 
clude  information  reported  by  a  creditor  or  other  person  when  the 
information  is  confined  to  the  creditor’s  own  transactions  or  experi¬ 
ence  with  the  consumer.  However,  if  the  creditor  obtains  information 
on  a  consumer  from  third  parties  and  reports  it  to  another  person, 
such  communication  would  be  deemed  a  consumer  report  regardless 
of  whether  a  fee  was  charged  for  the  report. 

The  term  “consumer  report”  also  does  not  include  communications 
between  a  credit  card  company  and  a  retail  merchant  when  the  com¬ 
munication  authorizes  or  approves  a  specific  extension  of  credit  di¬ 
rectly  or  indirectly  by  the  credit  card  company.  The  term  “directly 
or  indirectly”  is  used  to  cover  the  situation  where  the  legal  arrange¬ 
ments  on  which  the  credit  card  plan  is  based  call  for  the  merchant  to 
extend  the  credit  and  assign  the  resulting  evidence  of  indebtedness  to 
the  credit  card  company.  In  such  instance,  the  credit  card  company  is 
indirectly  extending  the  credit.  The  credit  card  company  would  be 
required,  as  a  creditor,  to  comply  with  the  disclosure  provisions  of 
section  615. 

Finally,  the  term  “consumer  report”  does  not  cover  communications 
between  a  finance  company  or  other  creditor  and  a  retail  merchant 
concerning  the  approval  of  a  specific  extension  of  credit  directly  or 
indirectly  by  the  finance  company,  provided  the  merchant  identifies 
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the  finance  company  and  the  finance  company  complies  with  the  dis¬ 
closure  provisions  of  section  615.  The  word  “indirectly”  again  refers 
to  the  situation  where  the  retail  merchant  initially  extends  credit  but 
then  assigns  the  resulting  evidence  of  indebtedness  to  the  finance 
company  or  other  creditor  who  approved  the  transaction. 

The  purpose  of  these  exclusions  is  to  assure  that  creditors  who  are 
acting  as  creditors  are  not  classified  as  a  consumer  reporting  agency, 
provided  they  comply  with  the  disclosure  obligations  required  of 
creditors  under  section  615. 

Under  subsection  (e),  the  term  “investigative  consumer  report”  is 
further  defined  as  one  in  which  personal-type  information  on  a  con¬ 
sumer’s  character,  reputation,  personal  characteristics,  or  mode  of 
living  is  obtained  through  interviews  with  neighbors,  associates,  and 
the  like. 

Under  subsection  (f),  the  term  “consumer  reporting  agency”  is 
defined  as  anyone  who  regularly  furnishes  consumer  reports  whether 
for  fees  or  otherwise.  If  a  creditor  regularly  compiles  information  on 
consumers  from  third  parties  and  furnishes  that  information  to  other 
persons  either  for  fees  or  otherwise,  the  creditor  becomes  a  consumer 
reporting  agency  and  is  subject  to  the  applicable  provisions  of  the  act. 

Section  605 — Permissible  purposes  of  reports 

This  section  limits  the  furnishing  of  consumer  reports  to  five  pur¬ 
poses:  (1)  credit;  (2)  insurance;  (3)  employment;  (4)  obtaining  a 
governmental  license  or  other  benefit;  or  (5)  other  legitimate  business 
need  involving  a  business  transaction  with  the  consumer.  Any  broader 
use  would  require  either  a  court  order  or  the  consumer’s  written 
permission. 

Section  605 — Obsolete  information 

This  section  prohibits  the  reporting  of  adverse  information  older 
than  7  years,  or  14  years  in  the  case  of  information  on  bankruptcies, 
except  in  connection  with  life  insurance  contracts  in  excess  of  $25,000, 
extensions  of  credit  in  excess  of  $50,000,  or  employment  applications 
for  jobs  with  an  annual  salary  in  excess  of  $20,000. 

Section  606 — Disclosure  of  investigative  reports 

This  section  requires  those  who  order  investigative  reports  to  disclose 
to  the  consumer  that  an  investigative  report  may  be  made,  that  the 
report  may  involve  information  on  his  character,  general  reputation, 
personal  characteristics,  and  mode  of  living  as  applicable,  and  that  he 
has  the  right  to  request  a  complete  and  accurate  disclosure  of  the 
nature  and  scope  of  the  investigation.  This  provision  would  not  apply 
if  the  report  is  for  employment  purposes  and  the  consumer  has  not 
specifically  applied  for  the  employment. 

Section  607 — Compliance  procedures 

This  section  requires  reporting  agencies  to  maintain  procedures  to 
preserve  the  confidentiality  and  proper  use  of  information.  Users  must 
certify  the  purposes  for  which  information  will  be  used  and  agree 
not  to  use  the  information  for  other  purposes.  A  reporting  agency 
much  make  a  reasonable  effort  to  check  out  new  users  and  refrain  from 
making  reports  if  it  has  reasonable  grounds  for  believing  the  report 
will  not  be  used  for  an  authorized  purpose. 
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Section  60S — Disclosures  to  governmental  agencies 

The  disclosure  of  information  to  governmental  agencies  is  limited 
to  identifying  type  information  such  as  name,  address  and  place  of 
employment  unless  the  governmental  agency  has  obtained  a  court 
order  or  is  a  bona  fide  creditor,  insurer,  employer,  or  licensor. 

Section  609 — Disclosures  to  consumers 

This  section  requires  reporting  agencies  to  disclose,  at  the  request  of 
a  consumer,  the  nature  and  substance  of  all  information  in  the  con- 
sinner’s  file,  the  sources  of  the  information  unless  it  is  an  investigative 
report,  and  the  persons  who  have  received  reports  on  the  consumer 
during  the  past  6  months  for  credit  or  insurance  purposes  and  the  past 
2  years  for  employment  purposes. 

Section  610 — Conditions  of  disclosure  to  consumers 

This  section  requires  disclosures  to  be  made  during  normal  business 
hours  and  on  reasonable  notice.  The  disclosure  may  be  made  at  the 
credit  reporting  agency  or  over  the  phone  if  the  consumer  so  requests 
in  writing  and  furnishes  proper  identification.  Reporting  agencies 
must  provide  trained  personnel  to  explain  the  information  in  a  con¬ 
sumer’s  file.  The  consumer  has  the  right  to  have  one  person  accompany 
him.  Reporting  agencies,  their  sources  and  the  users  of  information  are 
given  immunity  from  libel  or  other  suits  as  a  result  of  information  in 
their  credit  file  disclosed  to  consumers  pursuant  to  section  609,  610 
and  615  unless  the  information  was  furnished  with  malice  or  willful 
intent  to  injure  the  consumer.  The  immunity  provisions  under  this 
section  do  not  extend  to  information  acquired  by  a  consumer  through 
other  means. 

Section  611 — Procedure  in  case  of  disputed  accuracy 

If  the  completeness  or  accuracy  of  an  item  of  information  is  chal¬ 
lenged  by  a  consumer,  the  credit  reporting  agency  must  reinvestigate 
and  record  its  current  status.  Inaccurate  or  un verifiable  information 
must  be  deleted.  The  consumer  has  a  right  to  file  a  brief  explanatory 
statement  on  disputed  items  which  must  accompany  future  reports. 
The  consumer  may  also  request  that  previous  recipients  be  notified  of 
any  corrections. 

Section  612 — Charges  for  certain  disclosures 

Disclosures  shall  be  free  of  charge  to  consumers  who  are  rejected 
for  credit,  insurance,  or  employment  or  who  are  charged  higher  rates 
for  credit  or  insurance  and  who  have  been  so  notified  by  the  creditor, 
insurer,  or  employer.  Similarly,  disclosure  charges  cannot  be  made  to 
persons  who  have  received  a  dunning  letter  from  a  collection  affiliate 
of  the  reporting  agency.  In  all  other  cases,  the  reporting  agency  may 
establish  a  reasonable  disclosure  charge. 

The  cost  of  sending  corrected  information  to  the  prior  recipients 
of  a  report  shall  be  at  the  expense  of  the  reporting  agency  when 
information  is  deleted  because  it  is  inaccurate  or  unverifiable.  When 
the  item  is  in  dispute,  the  reporting  agency  may  charge  the  consumer 
for  notifying  prior  recipients. 

Section  613 — Public  record  information  for  employment  purposes 

Reporting  agencies  cannot  report  adverse  items  of  public  record 
information  for  employment  purposes  unless  they  maintain  strict 
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procedures  to  keep  the  information  lip  to  date.  If  this  cannot  be  done, 
the  consumer  must  be  notified  that  the  adverse  information  is  being 
reported  and  to  whom  at  the  time  the  report  is  made. 

Section  6 Ilf — Restrictions  on  investigative  consumer  reports 
Adverse  information  developed  on  investigative  reports  which  is 
more  than  3  months  old  cannot  be  reported  again  unless  it  is  reverified. 
Those  who  make  investigative  reports  must  follow  procedures  to 
assure  maximum  possible  accuracy. 

Section  615 — Requirements  on  users  of  consumer  reports 

Those  who  reject  a  consumer  for  credit,  insurance  or  employment  or 
who  charge  a  higher  rate  for  credit  or  insurance  wholly  or  partly 
because  of  a  consumer  report  must,  upon  written  request,  so  advise  the 
consumer  and  supply  the  name  and  address  of  the  reporting  agency.  If 
a  consumer  is  turned  down  for  credit  or  charged  a  higher  rate  based  on 
information  other  than  a  consumer  report,  the  nature  and  substance 
of  this  information  must  also  be  disclosed  on  written  request.  The 
consumer’s  right  to  make  such  a  request  must  be  disclosed  if  he  is 
turned  down  for  credit,  employment,  or  insurance  or  charged  a  higher 
rate  for  credit  or  insurance.  Such  disclosure  must  be  made  at  the  time 
such  adverse  action  is  communicated  to  the  consumer.  However,  the 
user  has  no  liability  under  this  section  until  the  adverse  action  has 
actually  been  communicated  to  the  consumer. 

Section  616 — Civil  liability  for  willful  noncompliance 

Consumers  can  bring  civil  actions  to  enforce  compliance.  If  a  willful 
violation  can  be  shown,  the  consumer  can  collect  actual  damages,  puni¬ 
tive  damages  of  up  to  $1,000  and  attorney  fees. 

Section  617 — Civil  liability  for  grossly  negligent  noncompliance 

If  the  consumer  can  show  a  grossly  negligent  violation,  he  can  collect 
actual  damages  plus  attorney  fees. 

Section  618 — Jurisdiction  of  courts 

Civil  actions  may  be  brought  in  Federal  or  State  courts  within  2 
years  of  the  violation. 

Section  619 — Obtaining  information  under  false  pretenses 

Any  person  who  knowingly  and  willfully  obtains  a  consumer  report 
under  false  pretenses  can  be  fined  up  to  $5,000  and  imprisoned  up  to 
1  year,  or  both. 

Section  620 — Administrative  enforcement 

Compliance  would  be  further  enforced  by  the  Federal  Trade  Com¬ 
mission  with  respect  to  consumer  reporting  agencies  and  users  of 
reports  who  are  not  regulated  by  another  Federal  agency.  The  FTC 
can  use  the  cease  and  desist  authorities  and  other  procedural,  investi¬ 
gative  and  enforcement  powers  which  it  has  under  the  FTC  Act  to 
secure  compliance. 

Compliance  on  the  part  of  financial  institutions  or  common  carriers 
regulated  by  another  Federal  agency  would  be  enforced  by  that  agency, 
using  its  existing  enforcement  authorities  to  bring  about  compliance. 
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Section  621 — Relation  to  State  laws 

State  laws  which  are  inconsistent  with  the  Federal  law  are  pre¬ 
empted  to  the  extent  of  the  inconsistency.  However,  no  State  law  would 
be  preempted  unless  compliance  would  involve  a  violation  of  Federal 
law. 

Effective  date 

The  act  becomes  effective  in  6  months  following  its  enactment. 


CONSUMER  CREDIT  INSURANCE 

(S.  1754) 

To  protect  consumers  from  abuses  relative  to  excessive  charges  for  life,  health, 
and  accident  insurance  pursuant  to  consumer  credit  transactions 

History  of  Legislation 

S.  1754  was  introduced  by  Senator  Proxmire  and  Senator  Hart  on 
April  1,  1969.  It  was  referred  to  the  Subcommittee  on  Financial  Insti¬ 
tutions,  where  hearings  were  held  on  June  26,  27,  30,  and  July  1. 

Digest  of  Bill 

The  bill  directs  the  Federal  Reserve  Board  to  establish  the  maxi¬ 
mum  rates  which  creditors  can  charge  for  credit  life,  health,  and  acci¬ 
dent  insurance  when  sold  pursuant  to  a  consumer  credit  transaction. 
In  setting  the  maximum  rate  the  Board  would  take  into  account  :  (1) 
rates  charged  on  similar  lines  of  group  insurance;  (2)  rates  charged 
by  companies  when  the  creditor  absorbs  the  charge;  (3)  actual  loss 
experience  and  expenses;  and  (4)  such  other  factors  as  the  Board 
determines  are  relevant. 


CURRENCY  AND  COINAGE 


EISENHOWER  DOLLARS 

[S.J.  Res.  158] 

To  authorize  the  minting  of  clad  silverless  dollars  bearing  the  likeness  of  the 
late  President  of  the  United  States  Dwight  David  Eisenhower 

History  of  Legislation 

Senate  Joint  Resolution  158  was  introduced  by  Senator  Bennett  and 
others  on  October  7,  1969.  The  resolution  was  reported  to  the  Senate 
on  October  8, 1969  (S.  Rept.  91^51),  and  passed  the  Senate  amended 
on  October  15,  1969.  On  October  4,  1969,  the  House  reported  H.R. 
14127  (H.  Rept.  91-549).  On  October  15,  1969,  the  House  passed  H.R. 
14127.  The  House  of  Representatives  then  took  up  Senate  Joint 
Resolution  158  and  struck  out  all  after  the  enacting  clause  and  inserted 
the  language  of  H.R.  14127  and  passed  Senate  Joint  Resolution  158, 
as  amended.  No  further  action  was  taken  on  the  measure  during  the 
first  session  of  the  91st  Congress. 

Digest  of  Bill 

Senate  Joint  Resolution  158  (as  passed  by  the  Senate)  would  au¬ 
thorize  the  minting  of  dollar  coins  containing  40  percent  silver  which 
bear  the  image  of  Dwight  David  Eisenhower. 

(16) 


EXPORT  CONTROL 


EXPORT  ADMINISTRATION  ACT 

[H.R.  4293] 

[Public  Law  91-184,  approved  December  30,  1969] 

To  provide  for  continuation  of  authority  for  regulation  of  exports 

History  of  Legislation 

Rills  dealing  with  export  regulation  were  introduced  by  Senators 
Sparkman,  Muskie,  and  Brooke  (S.  813,  S.  1940,  and  S.  2577).  Hear¬ 
ings  on  the  subject  were  held  by  the  Subcommittee  on  International 
Finance  on  April  23,  24,  28,  29,  and  30,  and  on  May  1  and  28,  1969. 
A  committee  bill  (S.  2696)  was  reported  (S.  Rept.  91-336)  to  the 
Senate  by  Senator  Muskie  on  July  24, 1969. 

H.R.  4293,  a  bill  dealing  with  the  same  subject,  was  introduced  by 
Representatives  Patman  and  Ashley  on  January  23,  1969.  It  was  re¬ 
ported  on  September  29, 1969  (H.  Rept.  91-524),  and  passed  on  Octo¬ 
ber  16, 1969. 

H.R.  4293  was  then  amended  by  the  Senate  to  read  virtually  the 
same  as  S.  2696  and  passed  on  October  22,  1969.  The  bill,  as  further 
amended  in  conference,  was  finally  passed  by  both  Houses  on  Decem¬ 
ber  23,  1969.  It  was  approved  by  the  President  on  December  30,  1969. 

Digest  of  Statute 

Section  2. — Contains  statements  of  findings  dealing  with  the  effect 
of  availability  of  materials  on  domestic  economy  and  foreign  policy  ; 
the  possible  effect  on  national  security  of  unrestricted  exports;  the 
possible  effect  on  balance  of  payments  of  unwarranted  restriction  of 
exports;  and  that  uncertainty  of  policy  has  curtailed  efforts  toward 
certain  exports. 

Section  3. — Contains  declaration  of  congressional  policy  to  encour¬ 
age  trade;  restrict  detrimental  exports;  use  export  controls  for  spe¬ 
cified  reasons ;  apply  controls  in  cooperation  with  other  nations ;  use 
our  economic  resources  and  trade  potential  to  further  the  sound 
growth  and  stability  of  the  country ;  and  oppose  boycotts. 

Section  J. — Delineates  the  authority  conferred  by  the  act.  It  re¬ 
quires  the  Commerce  Department  to  institute  necessary  changes  to 
comply  with  the  act ;  states  the  conditions  under  which  exports  may 
be  regulated ;  requires  certain  considerations  and  certain  reports ;  and 
requires  the  Secretary  of  Commerce  to  keep  business  fully  advised  of 
changes  in  policy  and  procedures. 

Section  5. — Requires  the  Department  of  Commerce  to  seek  informa¬ 
tion  and  advice  from  other  executive  departments  and  requires  the  full 
utilization  of  private  competitive  trade  channels. 

(17) 

39-698—70 - 4 


18 


Section  6. — Provides  for  various  penalties  for  violations  of  pro¬ 
visions  of  the  act. 

Section  7. — Provides  the  Administration  with  the  authority  to  make 
necessary  investigations  and  require  certain  records  to  be  kept  and 
made  available;  provides  that  reporting  requirements  shall  be  de¬ 
signed  so  as  to  reduce  the  cost  to  business. 

Section  8. — Exempts  the  act  from  the  provisions  of  the  Adminis¬ 
trative  Procedure  Act. 

Section  9. — Requires  the  Government  to  make  available  to  business 
information  concerning  license  applications. 

Section  10. — Requires  a  quarterly  report  to  the  President  and  the 
Congress. 

Section  11. — Defines  the  term  “person.” 

Section  1 2. — Deals  with  the  relation  of  this  act  to  other  acts. 

Section  13. — Provides  that  the  act  takes  effect  upon  the  expiration 
of  the  Export  Control  Act  and  preserves  the  existing  delegations, 
rules,  regulations,  orders,  and  licenses  under  the  act. 

Section  7J. — Provides  that  the  act  shall  terminate  on  June  30,  1971. 


TEMPORARY  EXTENSION  OF  THE  EXPORT  CONTROL 

ACT 

[S.J.  Kes.  1221 

[Public  Law  91-35.  approved  June  30. 1969] 

To  provide  for  a  temporary  extension  of  the  authority  conferred  by  the  Export 

Control  Act  of  1949 

History  of  Legislation 

S.J.  Res.  122  was  introduced  by  Senators  Brooke,  Bennett,  Muskie, 
and  Sparkman  on  June  12,  1969.  It  was  reported  (S.  Rept.  91-275) 
from  the  committee  on  June  25, 1969,  and  passed  by  the  Senate  on  June 
26, 1969.  A  companion  resolution,  H.J.  Res.  780,  was  reported  (H.  Rept. 
91-332)  from  House  Banking  and  Currency  Committee  on  June  27, 
1969,  and  on  the  same  date  S.J.  Res.  122  was  passed  by  the  House.  The 
resolution  was  approved  by  the  President  on  June  30,  1969,  becoming 
Public  Law  91-35. 

Digest  of  Statute 

S.J.  Res.  122  extended  the  authority  conferred  by  the  Export  Con¬ 
trol  Act  of  1949  from  June  30,  1969,  to  August  30,  1969. 
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TEMPORARY  EXTENSION  OF  THE  EXPORT 

CONTROL  ACT 


[H.J.  Res.  864] 

[Public  Law  91-59,  approved  August  18,  1969] 

To  provide  for  a  temporary  extension  of  the  authority  conferred  by  the  Export 

Control  Act  of  1949 

History  of  Legislation 

H.J.  Res.  864  was  introduced  by  Representative  Wright  Patman,  for 
himself,  Representatives  Ashley  and  Widnall  on  August  5,  1969,  and 
referred  to  House  Banking  and  Currency  Committee.  On  August  6, 
1969,  the  committee  was  discharged  and  H.  J.  Res.  864  was  passed  by 
the  House.  The  resolution  was  passed  by  the  Senate  on  August  7, 1969. 
The  resolution  was  approved  by  the  President  on  August  18,  1969, 
becoming  Public  Law  91-59. 

Digest  of  Statute 

H.J.  Res.  864  extended  the  authority  conferred  by  the  Export  Con¬ 
trol  Act  of  1949  from  August  30,  1969,  to  October  31,  1969. 


TEMPORARY  EXTENSION  OF  THE  AUTHORITY  CON¬ 
FERRED  BY  THE  EXPORT  CONTROL  ACT  OF  1949 

[S.J.  Res.  164] 

[Public  Law  91-105,  approved  October  31,  1969] 

To  provide  for  a  temporary  extension  of  the  authority  conferred  by  the 

Export  Control  Act  of  1949. 

History  of  Legislation 

S.J.  Res.  164  was  reported  (S.  Rept.  91-500)  by  Senator  Proxmire 
on  October  30,  1969.  The  resolution  was  debated  and  passed  by  the 
Senate  on  October  30,  1969.  S.J.  Res.  164  was  then  sent  to  the  House 
of  Representatives  and  passed  on  October  30, 1969.  The  resolution  was 
approved  by  the  President  on  October  31,  1969,  becoming  Public 
Law  91-105. 

Digest  of  Statute 

S.J.  Res.  164  extended  the  authority  conferred  by  the  Export  Control 
Act  of  1949  from  October  31, 1969  to  December  31, 1969. 


HOUSING 


HOUSING  AND  URBAN  DEVELOPMENT  ACT  OF  1969 

[S.  2864] 

[Public  Law  91-152,  approved  Dec.  24,  1969] 

To  amend  and  extend  laws  relating  to  housing  and  urban  development,  and  for 

other  purposes 

History  of  Legislation 

On  July  15,  17,  18,  21,  22,  and  25,  1969,  the  Housing  and  Urban 
Affairs  Subcommittee  held  open  hearings  to  consider  some  23  bills  1 
relating  to  the  various  housing  programs  and  other  housing  and  urban 
development  matters.  Following  these  hearings,  the  committee  met  in 
executive  session  on  August  5,  6,  7,  8,  11,  12,  and  13  to  consider  all 
bills,  amendments,  and  other  proposals  pending  before  the  committee. 
Subsequently,  Senator  Sparkman  reported  a  committee  bill,  S.  2864, 
on  September  5,  1969  (S.  Kept.  91-392).  On  September  23,  S.  2864 
was  considered  and  amended  and  was  passed  by  the  Senate  and  the 
measure  was  referred  to  the  Banking  and  Currency  Committee  of  the 
House  of  Representatives  on  September  24, 1969. 

On  September  30,  1969,  the  House  committee  reported  a  committee 
bill,  H.R.  13827  (H.  Kept.  91-539)  on  September  30,  1969.  H.R.  13827 
was  then  considered,  amended,  and  passed  by  the  House  on  October  23, 
1969,  and  the  House  then  struck  everything  after  the  enacting  clause 
of  S.  2864  and  substituted  in  lieu  thereof  the  provisions  of  H.R.  13827 
and  asked  for  a  conference  between  the  Senate  and  the  House  of  Rep¬ 
resentatives  on  the  differences  in  S.  2864  as  amended  by  the  House. 

S.  2864  became  the  subject  of  a  conference  between  the  Senate  and 
the  House  of  Representatives  on  December  4,  5,  and  9.  The  conference 
committee  report  (H.  Rept.  91-740)  was  filed  on  December  10  and  was 
agreed  to  by  the  Senate  on  December  12  and  by  the  House  of  Repre¬ 
sentatives  on  December  12.  It  was  approved  by  the  President  on 
December  24,  1969,  becoming  Public  Law  91-152. 

Summary  of  Major  Features  of  Housing  and  Urban  Development  Act  of  1969 

Sections  of  the  act  authorize  $1.5  billion  to  finance  homes  for  low- 
and  moderate-income  families  at  par  through  the  mortgage  purchasing 
authority  of  the  Government  National  Mortgage  Association. 

Title  I  of  the  act  (mortgage  credit)  includes  15  sections.  Among  the 
major  features  are: 


1  S.  201,  S.  415,  S.  527,  S.  669.  S.  1048.  S.  1474,  S.  2207,  S.  2368,  S.  2440,  S.  2597, 
S.  2598,  S.  2599,  S.  2610.  S.  2620,  S.  2665,  S.  2699,  S.  2704,  S.  2737,  S.  2740,  S.  2758, 
S.  2761,  S.  2774,  and  S.  2812. 
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New  authority  for  FHA  to  insure  financing  for  the  purchase  of 
mobile  homes  in  amounts  up  to  $10,000  with  terms  up  to  12  years. 

Increases  in  dollar  amount  limits  on  per-room  and  per-unit 
ceilings  for  all  FHA  programs  in  the  range  of  10  percent  to  20 
percent. 

Extension  of  the  interest  subsidy  programs  for  homeownership 
and  rental  housing  for  2  years  and  authorization  of  additional 
contracts  of  $25  million  upon  enactment  (in  addition  to  existing 
authority)  and  $170  million  for  fiscal  year  1972. 

Extension  of  FHA  mortgage  insuring  authority  generally  to 
October  1, 1970. 

Title  II,  Urban  renewal  and  housing  assistance  programs,  contains 
20  sections  covering  urban  renewal  and  housing  assistance  programs. 
The  act — 

Authorizes  $1.7  billion  for  urban  renewal  grants  for  fiscal 
year  1971  and  reserves  a  minimum  of  35  percent  of  funds  available 
for  fiscal  years  1970  and  1971  for  neighborhood  development 
programs. 

Removes  the  limitation  of  income  on  the  program  of  3 -percent 
direct  loans  for  housing  rehabilitation  in  urban  renewal  and  other 
eligible  areas. 

Requires  that  units  demolished  under  the  urban  renewal  pro¬ 
gram  be  replaced  on  a  one-for-one  basis  by  housing  for  low-  and 
moderate-income  families  in  the  community. 

Limits  rents  in  public  housing  projects  to  no  more  than  25  per¬ 
cent  of  the  occupant’s  income  and  authorizes  $75  million  (in 
addition  to  existing  authority)  in  annual  contributions.  Also  au¬ 
thorizes  $20  million  starting  July  1,  1970,  to  make  physical  im¬ 
provements  in  existing  older  projects. 

Raises  per  room  cost  limits  in  the  public  housing  program  (per 
unit  limits  in  the  case  of  the  elderly). 

Authorizes  an  additional  $150  million  for  the  program  of  direct 
3-percent  loans  for  rental  housing  for  the  elderly. 

Title  III  (model  cities  and  metropolitan  development  programs) 
includes  eight  sections  dealing  with  model  cities  and  metropolitan 
development  programs.  The  act — 

Authorizes  an  additional  $600  million  for  model  cities  grants 
for  fiscal  year  1971  and  provides  that  10  percent  of  amounts  appro¬ 
priated  in  fiscal  years  1970  and  1971  shall  be  made  available  to 
cities  or  counties  of  less  than  100,000  population  without  regard  to 
certain  restrictions  in  existing  law. 

Authorizes  the  appropriation  of  $300  million  for  grants  under 
the  urban  mass  transportation  program  for  fiscal  year  1971. 

An  additional  $100  million  is  authorized  for  water  and  sewer 
grants  and  the  balance  of  existing  authorization  for  this  and  a 
number  of  other  programs  is  extended  through  fiscal  year  1971. 

Title  IV  (miscellaneous)  contains  18  sections  covering  a  range  of 
different  topics. 

The  act  provides  for  an  emergency  plan  under  the  flood  insurance 
program  inaugurated  in  1968  to  make  this  insurance  promptly  avail¬ 
able  without  the  long  delays  entailed  by  the  rate-setting  studies 
required  by  the  permanent  program. 
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Rural  housing  programs  under  title  V  of  the  Housing  Act  of  1949 
are  extended  for  a  period  of  4  years  and  additional  funding  is  pro¬ 
vided  for  insured  loans  through  a  consolidation  of  the  insurance  fund 
and  the  direct  loan  account  under  Farmers  Home  Administration. 

Digest  of  Statute 

The  first  section  provides  that  the  act  may  be  cited  by  its  short 
title — the  “Housing  and  Urban  Development  Act  of  1969.” 

Section  2 — Increased  GNMA  special  assistance  for  loic-cost  housing 

This  section  amends  section  305(g)  of  the  National  Housing  Act  to 
increase  by  $1.5  billion  the  Government  National  Mortgage  Associa¬ 
tion’s  (GNMA)  special  assistance  authority  for  purchasing  mortgages 
covering  low-cost  single-family  homes.  It  also  increases  the  individual 
mortgage  limits  for  such  purchases  by  $2,500,  and  requires  that  mort¬ 
gage  purchases  authorized  under  section  305(g)  be  made  at  par. 

Title  I — Mortgage  Credit 

Section  101 — - Extension  of  programs 

This  section  amends  various  provisions  of  the  National  Housing 
Act  to  extend  the  authority  of  the  Federal  Housing  Administration  to 
insure  loans  and  mortgages  under  all  FHA  programs  (except  the  sec¬ 
tions  235  and  236  programs)  until  October  1, 1970;  authority  to  insure 
mortgages  under  the  sections  235  and  236  programs  is  extended  until 
October  1, 1971. 

Section  102 — Loioer  downpayments  for  FHA-financed  sales  housing 

This  section  amends  sections  203(b)  (basic  home  mortgage  insur¬ 
ance),  220(d)  (3)  (A)  (sales  housing  in  urban  renewal  areas),  222(b) 
(mortgage  insurance  for  servicemen),  and  234(c)  (mortgage  insur¬ 
ance  for  condominiums)  of  the  National  Housing  Act  to  lower  the 
minimum  required  downpayment  under  those  programs  by  reducing 
from  20  percent  (15  percent  in  the  case  of  veterans  and  servicemen) 
to  10  percent  the  increment  of  such  downpayment  which  is  attributable 
to  the  value  or  cost  of  the  property  in  the  range  between  $20,000  and 
$25,000. 

Section  103 — Mobile  homes 

Subsections  (a)  and  fb)  amend  section  207  of  the  National  Housing 
Act  to  increase  the  maximum  amount  of  a  mortgage  which  may  be 
insured  for  a  mobile  home  court  from  $1,800  to  $2,500  per  space  and 
from  $500,000  to  $1,000,000  per  project  mortgage,  and  to  redesignate 
the  mortgage  insurance  program  for  “trailer  courts  or  parks”  as  a 
program  for  “mobile  home  courts  or  parks.” 

Subsection  (c)  amends  title  I  of  the  National  Housing  Act  to  ex¬ 
pand  the  home  improvement  loan  program  to  cover  mortgages  financ¬ 
ing  the  purchase  of  a  mobile  home  to  be  used  by  the  owner  as  his 
principal  place  of  residence.  Under  this  program  a  purchaser  can  ob¬ 
tain  an  FHA-insured  loan  in  an  amount  not  exceeding  $10,000  which 
must  be  repaid  over  a  maximum  term  of  12  years.  As  in  the  case  of 
other  title  I  loans,  the  financing  charge  to  the  purchaser  may  vary 
depending  on  the  amount  and  term  of  the  loan ;  the  statutory  maximum 
charge  on  the  first  $2,500  of  such  a  loan  is  $5.50  discount  per  year  per 
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$100  of  the  original  face  amount  of  the  loan,  and  $4.50  per  year  per 
$100  on  the  remainder  of  the  loan.  The  Secretary  is  required  to  (a) 
prescribe  minimum  property  standards  to  assure  the  livability  and 
durability  of  the  mobile  home  and  the  suitability  of  the  site  on  which 
the  mobile  home  is  to  be  located,  and  (b)  obtain  assurances  from 
the  borrower  that  the  mobile  home  will  be  placed  on  a  site  which  com¬ 
plies  with  the  standards  prescribed  by  the  Secretary  and  with  local 
zoning  and  other  applicable  local  requirements. 

Section  10 — Maximum  mortgage  amount  under  section  220  multi¬ 
family  housing  program 

This  section  amends  section  220(d)  (3)  (B)  (i)  of  the  National  Hous¬ 
ing  Act  to  increase  the  maximum  mortgage  amount  for  section  220 
privately  sponsored  (multifamily  projects  from  $30  million  to  $50  mil¬ 
lion  (the  same  amount  authorized  for  public  sponsors) . 

Section  105 — Mortgage  insurance  on  condominium  units  for 
servicemen 

This  section  amends  section  222  of  the  National  Housing  Act  to 
extend  the  benefits  of  that  section  to  new  mortgages  covering  a  one- 
family  unit  in  a  condominium.  Prior  to  this  amendment,  servicemen 
who  purchased  condominium  units  could  obtain  the  benefits  of  section 
222 — payment  of  mortgage  insurance  premiums  on  their  behalf  by  the 
Secretary  of  Defense  or  Secretary  of  Transportation — only  when  they 
assumed  an  existing  FHA-insured  mortgage  covering  the  unit. 

Section  106 — Assistance  payments  under  section  235  for  purchaser 
assuming  mortgage 

Subsection  (a)  amends  section  235(c)  of  the  National  Housing  Act 
to  authorize  homeownership  assistance  payments  for  home  purchasers, 
otherwise  eligible  for  assistance  under  section  235,  who  assume  mort¬ 
gages  insured  under  section  235 (i)  (one-  and  two-family  dwellings 
and  condominium  units  lower  income  families) . 

Subsection  (b)  amends  section  235(b)  (2)  of  the  Act  to  make  sub¬ 
sequent  purchasers  of  cooperative  units  in  section  235  projects  eligible 
for  homeownership  assistance  payments,  if  otherwise  qualified.  Prior 
to  this  amendment,  payments  were  authorized  only  for  the  initial 
two  purchasers  of  a  section  235  cooperative  unit. 

Section  107— Authorization  for  assistance  payments  under  sections  235 
and  236 

Subsection  (a)  amends  section  235(h)  (1)  of  the  National  Housing 
Act  to  increase  from  $100  million  to  $125  million  for  fiscal  year  1970 
the  aggregate  amount  of  contracts  that  the  (Secretary  may  enter  into 
to  make  periodic  homeownership  assistance  payments,  and  to  authorize 
an  additional  $170  million  for  such  contracts  for  fiscal  year  1972. 

Subsection  (b)  amends  section  236  (i)  (1)  of  the  act  to  increase  from 
$100  million  to  $125  million  for  fiscal  year  1970  the  aggregate  amount 
of  contracts  that  the  Secretary  may  enter  into  to  make  periodic  in¬ 
terest  reduction  payments  on  behalf  of  the  owner  of  a  rental  housing 
project  designed  for  occupancy  by  lower  income  families  and  to  au¬ 
thorize  $170  million  for  such  contracts  for  fiscal  year  1972. 
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Section  108 — Interest  reduction  payments  under  section  236  on  certain 
projects  financed  under  State  or  local  housing  programs 

This  section  amends  section  236(b)  of  the  National  Housing  Act 
to  authorize  interest  reduction  payments  with  respect  to  part  of  a 
mortgage  on  a  rental  or  cooperative  housing  project  financed  under  a 
State  or  local  program  approved  for  receiving  the  benefits  of  the 
section  236  program. 

Section  109 — Assistance  payments  with  respect  to  existing  dwellings 
v/nder  section  235 

This  section  amends  section  235  (h)  (3)  of  the  National  Housing  Act 
to  allow  up  to  30  percent  of  the  total  amount  of  contracts  for  home- 
ownership  assistance  payments  which  are  authorized  to  be  made  by 
appropriation  acts  for  fiscal  years  1970  and  1971  to  be  made  with 
respect  to  existing  dwellings  or  dwelling  units  in  existing  projects. 
Previously  only  15  percent  of  the  total  amount  of  contracts  authorized 
by  appropriation  acts  for  fiscal  year  1970  and  only  10  percent  of  the 
total  amount  of  contracts  authorized  by  appropriation  acts  for  fiscal 
year  1971  could  be  made  with  respect  to  existing  housing. 

Section  110 — Preferences  in  section  237  mortgage  insurance  program 

This  section  amends  section  237 (d)  of  the  National  Housing 
Act  to  include  families  applying  for  section  235  homeownership 
assistance  among  the  applicants  under  section  237  who  are  to  be  given 
a  preference  for  mortgage  insurance  and  counseling  services.  Pre¬ 
viously,  preference  for  section  237  mortgage  insurance,  which  is  avail¬ 
able  to  applicants  who  do  not  meet  normal  FHA  credit  standards,  was 
limited  to  families  living  in  public  housing  units  (especially  over¬ 
income  families  required  to  leave  public  housing)  and  families  eli¬ 
gible  for  public  housing  who  have  been  displaced  from  federally 
assisted  urban  renewal  areas. 

Section  111 — Expansion  of  the  FHA  nursing  home  program  to  Include 
intermediate  care  facilities 

This  section  amends  section  232  of  the  National  Housing  Act  to 
expand  the  nursing  home  program  to  cover  mortgages  financing  new 
or  rehabilitated  intermediate  care  facilities  or  combined  nursing  homes 
and  intermediate  care  facilities.  The  purpose  of  this  new  program  is 
to  assist  in  the  provision  of  facilities  for  persons  who,  because  of 
incapacitating  infirmities,  require  minimum  and  continuous  care  of 
the  type  provided  by  licensed  or  trained  personnel  but  who  do  not 
need  full  nursing  home  care. 

To  be  eligible  for  insurance,  a  mortgage  covering  an  intermediate 
care  facilities  project  or  a  combined  nursing  home  and  intermediate 
care  facilities  project  may  not  exceed  a  principal  obligation  of  $12,500,- 
000  or  90  percent  of  the  estimated  value  of  the  property  or  project,  in¬ 
cluding  equipment.  The  State  agency  designated  by  the  Public  Health 
Service  must  certify  that  the  facility  is  needed  and  that  there  are 
appropriate  standards  for  its  operation.  In  addition,  the  Secretary  of 
HUD  must  consult  with  the  Department  of  Health,  Education,  and 
Welfare  as  to  the  health  and  medical  aspects  of  such  facilities  and  the 
need  and  availability  of  such  facilities  in  the  area. 
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Section  112 — Rent  supplement  units  in  section  236  projects 

This  section  amends  section  101 (j)  (1)  of  the  Housing  and  Urban 
Development  Act  of  1965  to  authorize  the  Secretary  of  HUD,  if  he 
determines  such  increase  is  necessary  and  desirable  in  order  to  provide 
additional  housing  for  individuals  and  families  that  meet  the  require¬ 
ments  of  qualified  tenants  under  the  rent  supplement  program,  to 
increase,  from  20  to  40  percent,  the  maximum  percentage  of  units  in 
any  project  receiving  the  benefits  of  section  236  rental  assistance  pay¬ 
ments  which  may  be  occupied  by  tenants  receiving  rent  supplement 
benefits. 

Section  113 — Increase  in  maximum  mortgage  amounts  under  FHA  in¬ 
surance  programs 

This  section  amends  various  provisions  of  the  National  Housing  Act 
to  increase  maximum  mortgage  amounts  by  (a)  10  percent  for  sales 
and  multifamily  housing  insured  under  sections  203(b),  207,  213,  220 
(except  subsec.  (h) ) ,  222, 231,  and  234 ;  (b)  15  percent  for  multifamily 
housing  insured  under  sections  221  and  236;  and  (c)  20  percent  for 
sales  housing  insured  under  sections  203(h),  203  (i),  203  (k),  203  (m), 
220 (h) ,  221  (d)  (2) ,  221  (h) ,  235,  and  237. 

Sectiem  lLj — Increase  in  GNMA  purchase  authority 

This  section  amends  section  302(b)  of  the  Federal  National 
Mortgage  Association  Charter  Act  to  increase  from  $17,500  to  $22,000 
the  per  dwelling-unit  limitation  generally  applicable  to  mortgages 
purchased  by  GNMA  under  its  special  assistance  functions.  It  also 
makes  clear  that  the  $2,500  increase  in  the  per-unit  limitations  author¬ 
ized  with  respect  to  units  having  four  or  more  bedrooms  is  applicable 
to  units  which  receive  the  benefit  of  tax  abatement. 

Section  115 — GNMA  special  assistance  purchases 

This  section  amends  section  305  of  the  Federal  National  Mortgage 
Association  Charter  Act  by  adding  a  new  subsection  (j)  which,  not¬ 
withstanding  any  other  provision  of  the  act,  authorizes  GNMA 
to  purchase  mortgages  at  a  price  equal  to  the  unpaid  principal  amount 
at  the  time  of  purchase,  with  adjustments  for  interest  and  any  com¬ 
parable  items,  and  subsequently  to  sell  such  mortgages  at  any  time 
at  a  price  which  GNMA  determines  is  within  the  range  of  market 
prices  at  the  time  of  sale  for  the  particular  class  of  mortgage  involved. 
It  also  makes  rural  housing  mortgages  insured  under  title  V  of  the 
Housing  Act  of  1949,  except  mortgages  for  above  moderate  income 
families,  eligible  for  purchase  by  GNMA  under  its  special  assistance 
authority. 

Title  II — Urban  Renewal  and  Housing  Assistance  Programs 

Section  201 — Urban  renewal  grant  authority 

This  section  amends  section  103(b)  of  the  Housing  Act  of  1949  to 
increase  the  aggregate  amount  of  capital  grants  which  may  be  made 
under  the  urban  renewal  program  by  $1.7  billion  on  July  1,  1970, 
and  reserves  not  less  than  35  percent  of  available  funds  during  each  of 
the  fiscal  years  1970  and  1971  for  neighborhood  development  programs. 

39-698—70 - 5 
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Section  202 — Extension  of  urban  renewal  assistance  to  the  Trust  Ter¬ 
ritory  of  the  Pacific  Islands  and  to  Indian  tribes 

Subsection  (a)  amends  section  110(h)  of  the  Housing  Act  of  1949 
to  make  the  Trust  Territory  of  the  Pacific  Islands  and  Indian  tribes, 
bands,  groups,  and  nations  (including  Alaska  Indians,  Aleuts,  and 
Eskimos)  of  the  United  States  eligible  for  urban  renewal  loans  and 
grants  and  for  rehabilitation  grants. 

Subsections  (b),  (c),  and  (d)  amend  sections  116  (demolition 
grants),  117  (code  enforcement  grants),  and  118  (interim  assistance 
grants),  respectively,  of  the  1949  act  to  make  Indian  tribes,  bands, 
groups,  and  nations  (including  Alaska  Indians,  Aleuts,  and  Eskimos) 
of  the  United  States  eligible  for  assistance  authorized  by  those 
sections. 

Section  203 — Extension  of  period  of  eligibility  of  local  grants-in-aid 
for  certain  urban  renewal  and  neighborhood  development  projects 

This  section  amends  section  110(d), 112(b),  and  133(a)  of  the  Hous¬ 
ing  Act  of  1949,  which  permit  credit  for  local  grants-in-aid,  to  extend 
from  3  to  4  years  (and  from  7  to  8  years  in  the  case  of  expenditures 
by  educational  institutions  or  hospitals)  the  period  within  which 
construction  of  public  improvement  or  facilities  may  begin  (or,  in  the 
case  of  educational  institutions  or  hospitals,  the  expenditures  made)  in 
connection  with  urban  renewal  of  neighborhood  development  pro¬ 
grams  for  which  applications  are  filed  not  later  than  the  date  of  enact¬ 
ment  of  the  act  (December  24,  1969),  but  which  have  not  received 
federal  recognition  or  authorization  of  a  contract  for  financial  assist¬ 
ance  on  that  date. 

Section  201 — Inclusion  of  enclosed  pedestrian  malls  as  eligible  urban 
renewal  activities 

This  section  amends  section  110(c)  of  the  Housing  Act  of  1949  to 
include  covered  pedestrian  malls  and  walkways  (with  related  facili¬ 
ties)  among  the  types  of  undertakings  eligible  for  inclusion  in  urban 
renewal  project  costs. 

Section  205 — Rehabilitation  grants 

This  section  amends  section  115  of  the  Housing  Act  of  1949  to 
increase  from  $3,000  to  $3,500  the  maximum  rehabilitation  grant 
authorized  under  that  section. 

Section  206 — Local  grant-in-aid  credit  for  certain  facilities  built  on 
behalf  of  public  universities 

This  section  amends  section  110(d)  of  the  Housing  Act  of  1959  to 
make  clear  that  medical  facilities  otherwise  eligible  for  noncash  grant- 
in-aid  credit  may  receive  such  credit  if  built  on  behalf  of  (as  well  as  if 
built  by)  a  public  university. 

Section  207 — Income  limitation  under  rehabilitation  loan  program 

This  section  amends  section  312(a)  of  the  Housing  Act  of  1964  to 
remove  the  requirement  limiting  eligibility  for  residential  rehabilita¬ 
tion  loans  to  persons  whose  annual  income  is  within  locally  applicable 
income  limits  for  the  section  221(d)(3)  below-market-interest-rate 
program.  However,  priority  is  required  to  be  given  to  applicants  whose 
incomes  are  within  those  limits. 
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Section  208 — Supplemental  grants  to  encourage  urban  renewal  loans 
from  private  sources 

This  section  amends  the  proviso  in  section  102(c)  of  the  Housing 
Act  of  1949,  which  gives  the  Secretary  of  HUD  authority  to  make 
supplemental  grants  with  respect  to  urban  renewal  loans  from  private 
sources  (previously  limited  to  the  amount  by  which  the  interest  cost 
on  a  loan  from  such  sources  exceeds  the  interest  cost  at  the  Federal 
contract  rate),  to  authorize  the  Secretary  to  make  such  grants  in  an 
amount  which  he  determines  is  necessary  to  enable  a  local  public 
agency  to  obtain  funds  from  private  sources. 

Section  209 — Review  of  relocation  plans  under  urban  renewal  program 

This  section  amends  section  105(c)  of  the  Housing  Act  of  1949  to 
require  the  Secretary  of  HUD,  within  1  year  after  the  date  of  enact¬ 
ment  of  this  Act  and  every  two  years  thereafter,  to  review  each  local¬ 
ity’s  relocation  plan  and  its  effectiveness  in  carrying  out  such  plan. 

Section  210 — Replacement  of  housing  units  where  project  involves 
demolition  or  removal  of  residential  structures 

This  section  amends  section  105  of  the  Housing  Act  of  1949  to  pro¬ 
vide  that  if  any  urban  renewal  project  which  receives  Federal  recogni¬ 
tion  after  the  date  of  enactment  of  this  act  includes  the  demolition  or 
removal  of  any  residential  structures,  there  must  be  provided  in  the 
area  within  which  the  local  public  agency  has  jurisdiction,  by  construc¬ 
tion  or  rehabilitation,  standard  housing  units  for  occupancy  by  low- 
and  moderate- income  families  at  least  equal  in  number  to  the  number 
of  units  demolished  or  removed  that  were  occupied  by  such  families 
prior  to  demolition  or  removal.  Replacement  housing  may  be  provided 
under  Federal-  or  State-assisted  housing  programs  and  may  include 
units  for  low-rent  housing  in  private  accommodations  assisted  under 
section  23  of  the  U.S.  Housing  Act  of  1937.  Where  the  Secretary  of 
HUD  deems  it  appropriate,  he  may  take  into  account  suitable  housing 
outside  the  area  within  the  jurisdiction  of  the  local  public  agency  for 
purposes  of  meeting  this  requirement.  If  the  Secretary  finds  that  the 
percentage  of  vacancies  for  all  existing  housing  units  in  the  area  within 
which  the  local  public  agency  has  jurisdiction  is  5  percent  or  greater, 
he  may  waive  this  requirement  to  the  extent  that  he  determines  that 
there  are  existing  standard  housing  units  available  for  occupancy  by 
displaced  low-  and  moderate-income  families. 

Section  211 — Loans  for  public  housing  projects 

This  section  amends  section  9  of  the  U.S.  Housing  Act  of  1937  to 
increase  from  90  to  100  percent  the  maximum  amount  of  Federal  loans 
or  loan  commitments  authorized  by  that  section  for  financing  the  acqui¬ 
sition  or  development  of  a  low-rent  housing  project  with  respect  to 
which  annual  contributions  are  to  be  made. 

Section  212 — Public  housing  annual  contributions 

Subsection  (a)  amends  section  10(b)  of  the  U.S.  Housing  Act  of 
1937  to  clarify  existing  authority  to  fix  the  amount  of  the  annual  con¬ 
tributions  to  public  housing  projects  at  an  amount  in  excess  of  the  debt 
service  requirements  of  the  project  so  long  as  the  fixed  contribution 
does  not  exceed  the  maximum  annual  contribution  authorized  in  that 
section. 


28 


Subsection  (b)  amends  section  10(e)  of  the  1937  act  to  increase  the 
authorization  for  annual  contribution  contracts  under  the  low-rent 
public  housing  program  by  $75  million  upon  enactment  (for  fiscal  year 
1970)  and  by  $20  million  on  July  1,  1970  (in  addition  to  the  $150  mil¬ 
lion  increases  already  authorized  for  such  years) . 

Section  213 — Reduced  rentals  for  very  low  income  tenants  of  'public 
housing  projects 

Subsection  (a)  amends  section  2(1)  of  the  U.S.  Housing  Act  of  1937 
to  provide  that  rent  in  public  housing  projects  may  not  exceed  one- 
fourth  of  a  tenant’s  income,  as  defined  by  the  Secretary  of  HUD. 

Subsection  (b)  provides  that  the  requirement  that  rents  fixed  by 
public  housing  agencies  may  not  exceed  one- fourth  of  the  low-rent 
housing  tenant’s  income  (to  become  effective  not  later  than  90  days 
following  the  date  of  enactment  of  this  act)  shall  not  apply  in  any 
case  in  which  the  Secretary  of  HUD  determines  that  limiting  the  rent 
of  a  tenant  will  result  in  a  reduction  in  the  amount  of  welfare  assist¬ 
ance  which  would  otherwise  be  provided  to  the  tenant  by  a  public 
agency. 

Subsection  (c)  amends  section  14  of  the  1937  act  to  provide  that,  for 
the  purpose  of  insuring  the  low-rent  character  of  public  housing  pro j  - 
ects,  any  contract  for  annual  contributions,  loans,  or  both,  may  be 
amended  or  superseded  in  order  that  such  annual  contributions  or 
interest  rate  on  the  loans,  or  both,  may  be  fixed  on  the  basis  of  the 
current  going  F ederal  rate  of  interest. 

Section  21Jj — Notifications  to  applicants  for  admission  to  public  hous¬ 
ing  projects 

This  section  amends  section  10  (g)  of  the  U.S.  Housing  Act  of  1937 
to  require  each  public  housing  agency  to  notify  promptly  any  appli¬ 
cant  determined  to  be  ineligible  for  admission  to  a  project  of  the  reason 
for  such  determination  and  provide  the  applicant  upon  request,  within 
a  reasonable  time  after  the  determination  is  made,  with  an  opportunity 
for  an  informal  hearing  on  the  determination.  It  also  provides  that 
applicants  determined  to  be  eligible  for  admission  to  a  project  shall 
be  notified  promptly  of  the  approximate  date  of  occupancy  insofar  as 
such  date  can  be  reasonably  determined. 

Section  215 — Room  cost  limitations  for  public  housing  projects 

This  section  amends  section  15(5)  of  the  U.S.  Housing  Act  of  1937 
to  increase  the  statutory  room  cost  limits  applicable  to  low-rent  public 
housing  projects,  as  follows:  ( a )  the  basic  limits  are  increased  from 
$2,400  to  $2,800;  (&)  the  limits  for  accommodations  designed  specifi¬ 
cally  for  elderly  families  are  increased  from  $3,500  to  $4,000;  ( c )  the 
increment  for  high-cost  areas  is  increased  from  $750  to  $1,500  per  room 
for  elderly  families  and  to  $1,400  per  room  in  any  other  case;  and 
(d)  the  special  limitations  applicable  to  Alaska  are  increased  from 
$4,000  to  $4,500  for  elderly  families  and  from  $3,500  to  $3,900  in  any 
other  case. 

Section  216 — Management  and  services  in  public  housing  projects 

This  section  amends  section  15(10)  of  the  U.S.  Housing  Act  of  1937 
to  extend  for  1  year  (through  fiscal  year  1971)  authority  to  appro¬ 
priate  unused  authorizations  ($45  million)  for  upgrading  management 
and  services  in  public  housing  projects. 


29 


Section  217 — Elimination  of  workable  'program  requirement  with  re¬ 
spect  to  low -rent  housing  in  private  accommodations  and  other 
low-rent  public  housing ,  and  with  respect  to  mortgage  insurance 
wnder  section  221  (d)  (3)  program 

This  section  amends  section  101(c)  of  the  Housing  Act  of  1949 
and  sections  10(e)  and  23(f)  of  the  U.S.  Housing  Act  of  1937  to 
eliminate  the  workable  program  requirement  for  low-rent  public 
housing  and  section  221(d)  (3)  below-market-interest-rate  projects. 

Section  218 — Authorization  for  housing  for  the  elderly  or  handicapped 

This  section  amends  section  202(a)  (4)  of  the  Housing  Act  of  1959 
to  increase  the  total  amount  authorized  to  be  appropriated  for  direct 
loans  for  housing  for  the  elderly  or  handicapped  by  $150  million  on 
the  date  of  enactment  of  this  act. 

Section  219 — Authorization  for  college  housing  debt  service  grants 

This  section  amends  section  401(f)  (2)  of  the  Housing  Act  of  1950 
to  increase,  by  $4.2  million  on  July  1,  1970,  the  aggregate  amount  of 
contracts  which  may  be  entered  into  to  make  annual  debt  service 
grants  to  help  finance  college  housing  facilities. 

Section  220 — Assistance  for  housing  in  Alaska 

This  section  amends  section  1004(a)  of  the  Demonstration  Cities 
and  Metropolitan  Development  Act  of  1966  to  permit  the  Secretary 
of  HUD  to  increase  from  $7,500  to  $10,875  the  per-dwelling-unit  dollar 
limitation  applicable  to  the  program  providing  housing  for  Alaskan 
natives  and  others  residing  in  remote  areas  of  that  State. 

Title  III — Model  Cities  and  Metropolitan  Development  Programs 

Section  301 — Authorization  for  model  cities  program 

Subsection  (a)  amends  section  111(b)  of  the  Demonstration  Cities 
and  Metropolitan  Development  Act  of  1966  (and  makes  a  conforming 
amendment  in  sec.  111(c)  of  such  act)  to  authorize  an  additional  $600 
million  in  grant  authority  for  model  cities  for  the  fiscal  year  1971. 

It  also  amends  section  111(b)  of  the  1966  act  to  require  that  (for 
the  fiscal  year  1970  and  thereafter)  10  percent  of  any  appropriations 
for  model  cities  supplemental  grants  be  used  in  cities  or  counties  of 
less  than  100,000  population  and  to  permit  such  use  without  regard 
to  the  statutory  formula  fixing  the  maximum  Federal  amount  payable 
to  any  city  at  80  percent  of  the  aggregate  required  non-Federal  con¬ 
tributions  in  connection  with  all  Federal  grant-in-aid  programs  which 
are  carried  out  as  part  of  the  model  cities  program. 

Subsection  (b)  amends  section  111(c)  of  the  1966  act  to  extend  for 
1  year  (througn  fiscal  year  1971)  authority  to  appropriate  unused 
authorization  ($812.5  million)  for  model  cities  grants. 

Section  302 — Authorization  for  comprehensive  planning  grants 

This  section  amends  section  701(a)  of  the  Housing  Act  of  1954  to 
extend  for  1  year  (through  fiscal  year  1971)  authority  to  appropriate 
unused  authorizations  ($105  million)  for  comprehensive  planning 
grants. 
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Section  303 — Authorization  for  open  space ,  urban  beautification , 
historic  preservation  grants 

This  section  amends  section  702(b)  of  the  Housing  Act  of  1961  to 
extend  for  1  year  (through  fiscal  year  1971)  authority  to  appropriate 
unused  authorizations  ($84  million)  for  the  open  space,  urban  beautifi¬ 
cation,  and  historic  preservation  programs. 

Section  30  i — Authorization  for  new  commu/nity  supplementary  assist¬ 
ance  grants 

This  section  amends  section  412(d)  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1968  to  extend  for  1  year  (through  fiscal  year  1971) 
authority  to  appropriate  unused  authorizations  ($27.5  million)  for 
new  community  assistance  grants. 

Section  305 — Community  facilities  grants 

Subsection  (a)  amends  section  702(c)  of  the  Housing  and  Urban 
Development  Act  of  1965  to  extend  for  1  year  (until  October  1, 1970) 
the  time  within  which  a  community  may  qualify  for  a  basic  water  and 
sewer  facilities  grant  even  though  its  program  for  an  area -wide  system 
(though  under  preparation)  has  not  been  completed. 

Subsection  (b)  amends  section  708(b)  of  the  1965  Act  to  extend 
for  1  year  (through  fiscal  year  1971)  authority  to  appropriate  unused 
authorizations  for  grants  for  basic  water  and  sewer  facilities  ($400 
million),  for  neighborhood  facilities  ($66  million),  and  for  advance 
acquisition  of  land  ($92.5  million). 

Subsection  (c)  amends  section  708(a)  of  the  1965  Act  to  authorize 
the  appropriation  of  an  additional  $100  million  for  basic  water  and 
sewer  grants  for  fiscal  year  1971. 

Section  306 — Urban  mass  transportation 

Subsection  (a)  amends  section  4(b)  of  the  Urban  Mass  Transpor¬ 
tation  Act  of  1964  to  authorize  appropriation  of  $300  million  for  fiscal 
year  1971  for  grants  under  that  act. 

Subsection  (b)  amends  section  5  of  the  1964  act  to  extend  until 
July  1,  1971,  the  interim  program  authorized  by  that  section  for 
50-percent  grants  for  mass  transportation  facilities  and  equipment 
in  urban  areas  not  yet  able  to  meet  full  areawide  comprehensive 
planning  and  programing  requirements  (two-thirds  grants  are 
available  for  communities  meeting  full  planning  requirements). 

Section  307 — Training  and  fellow  ship  programs 

This  section  rewrites  title  VIII  of  the  Housing  Act  of  1964  to 
consolidate,  under  one  authorization,  that  title’s  program  of  fellow¬ 
ships  for  city  planning  and  urban  studies  and  the  community  devel¬ 
opment  training  program. 

Section  308 — Extension  of  urban  information  and  technical  assistance 
services  authorization 

This  section  amends  section  906  of  the  Demonstration  Cities  and 
Metropolitan  Development  Act  of  1966  to  extend  for  1  year  (through 
fiscal  year  1971)  authority  to  appropriate  approximately  unused 
authorizations  ($25.3  million)  for  grants  to  help  finance  programs  of 
urban  information  and  technical  assistance  services. 
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Title  IV — Miscellaneous 

Section  401 — Flexible  interest  rate  authority 

This  section  amends  section  3(a)  of  Public  Law  90-301  to  extend  to 
October  1,  1970,  the  authority  of  the  Secretary  of  HUD  to  set  maxi¬ 
mum  interest  rates  for  FHA  mortgage  insurance  and  VA  loan  pro¬ 
grams  at  an  amount  he  finds  necessary  to  meet  the  mortgage  market. 

Section  402 — Authorization  for  property  acquisitions  in  applying  ad¬ 
vances  in  technology  to  housing  and  urban  development 

This  section  amends  section  1010(c)  of  the  Demonstration  Cities 
and  Metropolitan  Development  Act  of  1966  to  authorize  the  Secretary 
of  HUD,  in  carrying  out  the  research  and  studies  authorized  by  that 
section  for  testing  and  demonstrating  new  and  improved  techniques 
and  methods  of  applying  advances  in  technology  to  housing  and  urban 
development,  to  acquire,  use,  and  dispose  of  land  and  other  property. 

Section  403 — Extension  of  certain  provisions  of  law  relating  to  hous¬ 
ing  and  urban  development  to  the  Trust  Territory  of  the  Pacific 
Islands 

This  section  amends  (a)  section  2(12)  of  the  U.S.  Housing  Act  of 
1937  to  make  the  Trust  Territory  of  the  Pacific  Islands  eligible  for 
assistance  under  the  low-rent  public  housing  program ;  (b)  section  206 
of  the  Housing  Amendments  of  1955  to  make  the  trust  territory 
eligible  for  assistance  under  the  public  facility  loan  program;  and  (c) 
sections  201(d),  207(a)  (7)  and  (9)  of  the  National  Housing  Act  to 
make  available  to  the  trust  territory  FHA  home  and  multifamily 
mortgage  insurance  and  insurance  of  title  I  home  improvements  loans, 
respectively. 

Section  404 — A mployment  opportunities  for  lower  income  persons  in 
connection  with  HUD -assisted  projects 

This  section  amends  section  3  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1968  to  require  the  Secretary  of  HUD,  in  the  administra¬ 
tion  of  programs  providing  direct  financial  assistance  in  aid  of 
housing,  urban  planning,  development,  redevelopment,  public  or  com¬ 
munity  facilities,  and  new  community  development,  to  require  that  to 
the  greatest  extent  feasible  (a)  opportunities  for  training  and  em¬ 
ployment  arising  in  connection  with  the  planning  and  carrying  out  of 
projects  assisted  under  such  programs  be  given  to  lower  income  per¬ 
sons  residing  in  the  project  area,  and  (b)  contracts  for  work  to  be 
performed  in  connection  with  any  such  projects  be  awarded  to  business 
concerns  which  are  located  in  or  owned  in  substantial  part  by  persons 
residing  in  the  area  of  the  project.  Previously,  these  employment  and 
work  opportunities  requirements  were  only  applicable  to  the  adminis¬ 
tration  of  the  section  235  homeownership  program,  the  section  236 
rental  assistance  program,  the  section  221(d)(3)  below-market- 
interest-rate  program,  public  housing,  and  the  rent  supplement 
program. 

Section  405 — Urban  property  protection  and  reinsurance — Entry  into 
reinsurance  contracts 

This  section  amends  section  1222(d)  of  the  National  Housing  Act 
to  permit  reinsurance  contracts  to  be  entered  into  during  the  course 
of  the  entire  reinsurance  contract  year.  Previously,  only  companies 
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which  were  newly  authorized  to  write  insurance  could  enter  into 
reinsurance  contracts  after  the  beginning  of  the  insurance  contract 
year. 

Section  1^06 — Urban  'property  protection  and  reinsurance — State  share 
of  reinsured  losses 

This  section  amends  section  1223(a)(1)  of  the  National  Housing 
Act  to  extend,  to  the  close  of  the  second  full  regular  session  of  the 
State  legislature  following  August  1,  1968,  the  time  within  which 
State  legislation  providing  for  reimbursement  to  the  Secretary  of 
HUD  of  a  share  of  the  reinsured  property  losses  he  has  paid  must  be 
enacted.  Without  such  legislation,  reinsurance  of  losses  from  riot  or 
civil  disorder  will  be  unavailable  for  policies  written  subsequent  to  the 
statutory  deadline  and  prior  to  the  date  State  legislation  is  adopted. 
Previously,  State  legislation  was  required  by  August  1, 1969,  or,  if  the 
State  legislature  had  not  met  in  regular  session  before  that  date,  by  the 
close  of  its  next  regular  session.  This  section  also  amends  relevant  pro¬ 
visions  in  section  1223(a)(1)  to  provide  for  computation  of  the 
amount  of  State  reimbursement  by  using  as  a  basis  the  “reinsurance 
contract  year”  rather  than  the  calendar  year. 

Section  J+07 — Study  of  reinsurance  and  other  programs 

This  section  amends  section  1235  (b)  of  the  National  Housing  Act 
to  extend,  from  August  1,  1969  to  June  30,  1970,  the  date  by  which 
the  Secretary  of  HUD  must  report  on  reinsurance  and  other  means 
to  help  assure  the  availability  in  urban  areas  of  (a)  burglary  and 
theft  insurance,  and  ( b )  surety  bonds  for  construction  contractors. 

Section  lfi8 — Emergency  flood  insurance  program 

This  section  adds  to  part  A  of  chapter  II  of  title  XIII  of  the 
Housing  and  Urban  Development  Act  of  1968  a  new  section  1336, 
authorizing  the  Secretary  of  HUD  for  a  2-year  period  (ending  De¬ 
cember  31,  1971)  to  carry  out  the  national  flood  insurance  program 
without  the  actuarial  determination  of  estimated  risk  premium  rates, 
utilizing  the  regular  provisions  and  procedures  of  the  industry  pro¬ 
gram  to  the  extent  necessary  or  appropriate,  for  the  purpose  of  mak¬ 
ing  flood  insurance  coverage  under  the  program  widely  available  at 
the  earliest  possible  time. 

Section  1^09 — Extension  of  flood  insurance  program  to  cover  losses 
from  water-caused  mudslides 

This  section  amends  sections  1302  and  1370  of  the  Housing  and 
Urban  Development  Act  of  1968  to  set  forth  a  congressional  finding 
that  mudslide  damage  and  loss  and  related  problems  are  similar  to 
those  involved  in  other  kinds  of  floods,  and  to  provide  coverage  under 
the  national  flood  insurance  program  for  losses  occurring  as  a  result 
of  inundation  from  mudslides  caused  by  accumulations  of  water  on 
or  under  the  ground. 

Section  110 — National  flood  insurance  program — Adoption  of  local 
flood  control  measures 

Subsection  (a)  amends  section  1305(c)  (2)  of  the  Housing  and  Urban 
Development  Act  of  1968  to  make  flood  insurance  available  in  those 
States  or  areas  which  give  satisfactory  assurance  to  the  Secretary  of 
HUD  that  by  December  31,  1971,  “adequate”  land  use  and  control 
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measures  will  be  adopted.  Previously,  assurance  bad  to  be  given  that 
“permanent”  land  use  and  control  measures  would  be  adopted  by 
June  30, 1970. 

Subsection  (b)  amends  section  1315  of  the  1968  act  to  provide  that 
after  December  31,  1971,  no  flood  insurance  will  be  issued  unless  an 
appropriate  public  body  has  adopted  “adequate”  land  use  and  control 
measures.  Previously,  a  State  or  local  area  had  to  adopt  “permanent” 
land  use  and  control  measures  by  June  30, 1970. 

Subsection  (c)  amends  section  1361(c)  of  the  1968  act  to  provide 
that  the  Secretary  develop  comprehensive  land  management  and  land 
use  criteria  designed  to  encourage  the  adoption  of  “adequate”  land  use 
and  control  measures  by  States  and  local  areas.  Previously,  the 
Secretary  was  required  to  develop  criteria  designed  to  encourage 
adoption  of  “permanent”  land  use  and  control  measures. 

Section  J±ll — Interstate  land  sales 

This  section  amends  section  1403(a)  (10)  of  the  Housing  and  Urban 
Development  Act  of  1968  to  provide  that  the  exemption  from  the 
interstate  land  sales  registration  requirements  in  cases  where  real 
estate  free  and  clear  of  all  liens,  encumbrances,  and  adverse  claims  is 
sold  or  leased  to  persons  who  have  personally  inspected  the  property 
is  to  apply  ( a )  only  where  there  is  a  personal  on-the-lot  inspection; 

(b)  in  cases  where  land  is  subject  to  assessments  by  property  owners’ 
associations  (as  well  as  State  and  local  taxes  and  assessments) ;  and 

(c)  in  cases  where  the  liens,  encumbrances,  or  adverse  claims  involved 
constitute  beneficial  property  restrictions  enforceable  by  other  lot 
owners  or  lessees  (as  well  as  in  cases  where  they  constitute  reserva¬ 
tions  for  public  services  purposes) ,  if  before  entering  into  the  contract 
of  sale  or  lease  the  developer  furnishes  the  purchaser  or  lessee  with  a 
descriptive  and  concise  statement  (approved  by  the  Secretary  of 
HUD)  of  all  such  reservations,  taxes,  assessments,  and  restrictions  and 
the  purchaser  or  lessee  acknowledges  in  writing  his  receipt  thereof 
(with  a  copy  being  filed  with  the  Secretary) . 

Section  Jp.2 — Reports 

This  section  amends  section  1603  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1968  to  extend  from  January  15  to  February  15  the 
date  on  which  the  President  shall  submit  annual  reports  on  national 
housing  goals  to  the  Congress. 

It  also  amends  sections  235  and  236  of  the  National  Housing  Act  to 
require  that  the  Secretary  of  HUD  report  semiannually,  rather  than 
annually,  on  the  income  levels  of  families  on  behalf  of  whom  home- 
ownership  or  rental  assistance  payments  are  made. 

Section  113 — Rural  housing 

Subsection  (a)  amends  various  provisions  of  title  V  of  the  Housing 
Act  of  1949  to  extend  until  October  1, 1973,  the  authority  of  the  Secre¬ 
tary  of  Agriculture  to  administer  various  rural  housing  programs. 

'Subsection  (b)  amends  section  517  (c)  of  the  1949  act  to  remove  the 
present  $100  million  limitation  on  the  amount  of  new  loan  paper  which 
may  be  held  in  the  rural  housing  insurance  fund  at  any  one  time. 

Subsection  (c)  amends  section  517  of  the  1949  act  to  authorize  the 
Secretary  of  Agriculture  to  sell  insured  housing  loans  out  of  the  rural 
housing  insurance  fund  in  blocks  and  to  treat  such  transactions  as  a 
sale  of  assets  for  budgetary  purposes. 

39-698 — 70 - 6 
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Subsection  (d)  amends  section  517  of  the  1949  act  to  make  clear 
that  the  Secretary  of  Agriculture  may  make  commitments  to  make  or 
insure  rural  housing  loans  on  one  or  more  properties  upon  application 
by  the  lender,  builder,  or  seller  and  upon  compliance  with  such  re¬ 
quirements  as  he  may  specify. 

Subsection  (e)  amends  section  517  of  the  1949  act  ( with  conforming 
amendments  to  secs.  518  and  519  of  the  act)  to  abolish  the  existing 
rural  housing  direct  loan  account  and  transfer  all  of  its  assets,  liabili¬ 
ties,  and  authorizations  to  the  rural  housing  insurance  fund.  These 
amendments  consolidate  the  direct  loan  and  insured  loan  programs 
of  the  F aimers  Home  Administration  in  a  single  fund,  without  chang¬ 
ing  the  nature  or  coverage  of  those  programs ;  all  of  the  funds,  claims, 
notes,  mortgages,  contracts,  property,  collections,  proceeds,  and  un¬ 
expended  balances  which  were  held  in  or  applicable  to  the  account 
will  as  a  result  of  the  transfer  be  held  in  or  applicable  to  the  fund,  and 
any  authorizations  for  the  appropriation  of  funds,  the  availability  of 
funds  for  direct  loans  and  related  advances,  or  the  issuance  of  notes 
which  were  applicable  to  the  account  will  become  applicable  to  the 
fund. 

Subsection  (f)  adds  a  new  section  524  to  the  1949  act  to  authorize 
financial  assistance  to  nonprofit  organizations  to  provide  sites  for  rural 
housing  for  low-  and  moderate-income  families. 

Section  — Sale  of  land  for  housing 

Subsection  (a)  permits  real  property  which  is  surplus  within  the 
meaning  of  the  F ederal  Property  and  Administrative  Services  Act  to 
be  transferred  to  the  Secretary  of  HUD  at  his  request  for  sale  or  lease 
by  him  at  its  fair  value  for  use  in  the  provision  of  rental  or  coopera¬ 
tive  housing  to  be  occupied  by  families  or  individuals  of  low  or  moder¬ 
ate  income.  Surplus  real  property  can  be  sold  on  such  terms  by  the 
Secretary  if  it  is  sold  to  (1)  a  public  body  which  will  use  the  property 
in  connection  with  the  development  of  a  low-rent  housing  project 
assisted  under  the  U.S.  Housing  Act  of  1937,  or  under  a  State  or 
local  program  found  by  the  Secretary  to  have  the  same  general  pur¬ 
poses  as  the  Federal  program,  or  (2)  a  purchaser  who  will  use  the 
property  in  connection  with  the  development  of  (i)  rent  supplement 
units  (ii)  below -market-interest- rate  moderate  income  housing  or  (iii) 
rental  housing  on  behalf  of  which  interest  reduction  payments  will  be 
made  under  section  236  of  the  National  Housing  Act.  Prior  to  any  sale 
or  lease  to  a  purchaser  other  than  a  public  body  the  Secretary  must 
notify  the  governing  body  of  the  locality  where  the  property  is  located 
and  no  sale  or  lease  may  be  made  if,  within  90  days,  the  local  govern¬ 
ing  body  formally  notifies  the  Secretary  that  it  objects  to  the  pro¬ 
posed  sale  or  lease. 

Subsection  (b)  requires  that,  as  a  condition  to  any  such  sale  or  lease 
of  surplus  real  property,  the  Secretary  obtain  such  undertakings  as  he 
may  consider  appropriate  to  assure  that  the  property  will  be  used  in 
the  provision  of  rental  or  cooperative  housing  to  be  occupied  by 
families  or  individuals  of  low  or  moderate  income  for  a  period  of  not 
less  than  40  years.  If  during  such  period  the  property  is  used  for  any 
purpose  other  than  the  purpose  for  which  it  was  sold  or  leased  it  will 
revert  to  the  United  States  (or,  in  the  case  of  leased  property,  the  lease 
will  terminate)  unless  the  Secretary  after  the  expiration  of  the  first 
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20  years  of  such  period,  has  approved  the  use  of  the  property  for  sudh 
other  purpose.  The  Secretary  must  notify  the  Senate  and  House  Com¬ 
mittees  on  Banking  and  Currency  whenever  any  surplus  real  property 
is  sold  or  leased,  or  a  change  in  use  of  the  land  is  approved,  pursuant 
to  this  section. 

Section  1^15 — Authority  to  transfer  additional  amounts  from  general 
insurance  fund  to  special  risk  insurance  fund 

This  section  amends  section  238(b)  of  the  National  Housing  Act  to 
increase  from  $5  million  to  $20  million  the  amount  which  the  Secre¬ 
tary  of  HUD  is  authorized  to  advance  from  the  general  insurance 
fund  to  the  special  risk  insurance  fund. 

Section  4,16 — Savings  and  loan  associations 

Subsection  (a)  amends  section  5  of  the  Federal  Home  Loan  Bank 
Act  to  authorize  the  Federal  Home  Loan  Bank  Board  to  establish  the 
maximum  rate  of  interest  chargeable  by  members  of  the  Federal  Home 
Loan  Bank  System  on  home  mortgage  loans  on  single  family  dwellings 
in  any  State  which  does  not  have  a  statutory  contract  rate  of  interest 
applicable  to  mortgage  loan  transactions. 

Subsection  (b)  amends  section  5(c)  of  the  Home  Owners’  Loan 
Act  of  1933  to  authorize  Federal  savings  and  loan  associations  to 
invest  in  the  stock  of  a  corporation  authorized  to  be  created  by  title 
IX  of  the  Housing  and  Urban  Development  Act  of  1968  and  in  any 
partnerships  formed  by  that  corporation. 

Subsection  (c)  amends  section  404(d)  (2)  of  the  National  Housing 
Act  and  section  6(b)  of  the  act  of  September  21,  1968  (Public  Law 
90-505),  to  provide  for  the  prepayment  of  insurance  premiums  to 
the  Federal  Savings  and  Loan  Insurance  Corporation  only  for  net 
increases  in  savings  in  calendar  years  after  1965. 

Section  1^17 — Restraints  against  the  employment  of  new  or  improved 
technologies 

This  section  amends  section  1010(a)  of  the  Demonstration  Cities 
and  Metropolitan  Development  Act  of  1966  to  direct  the  Secretary 
of  HUD  to  assure,  to  the  extent  feasible,  in  connection  with  the  con¬ 
struction,  major  rehabilitation,  or  maintenance  of  any  housing  assisted 
under  that  section,  that  there  is  no  restraint  by  contract,  building  code, 
zoning  ordinance,  or  practice  against  the  employment  of  new  or  im¬ 
proved  technologies,  techniques,  materials,  and  methods  or  of  pre¬ 
assembled  products  which  may  reduce  the  cost  or  improve  the  quality 
of  such  construction,  rehabilitation,  and  maintenance,  and  therefore 
stimulate  expanded  production  of  housing  under  such  programs,  ex¬ 
cept  where  such  restraint  is  necessary  to  insure  safe  and  healthful 
working  and  living  conditions. 

Section  1^18 — Miscellaneous  and  technical  amendments 

Subsections  (a)  and  (b)  amend  sections  235  and  236  of  the  National 
Housing  Act  to  clarify  the  authority  of  the  Secretary  of  HUD  to 
continue  to  make  assistance  payments  in  behalf  of  mortgagors  follow¬ 
ing  an  assignment  of  the  mortgage  to  the  Secretary. 

Subsection  (c)  amends  section  223(d)  of  the  act  to  clarify  the 
authority  for  insuring  loans  to  cover  a  2-year  operating  loss  under  the 
same  insurance  fund  as  the  original  project  mortgage. 
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Subsection  (d)  amends  section  223(e)  of  the  act  to  provide  for 
insurance  under  the  special  risk  insurance  fund  of  mortgages  cover¬ 
ing  group  practice  facilities  in  older,  declining  urban  areas. 

Subsection  (e)  amends  section  214  of  the  act  to  extend  to  mobile 
home  courts  or  parks  the  special  high  cost  provisions  applicable  to 
properties  located  in  Alaska,  Guam,  or  Hawaii. 

Subsection  (f)  amends  section  1101(c)  (2)  of  the  act  to  provide  for 
the  determination  of  the  maximum  mortgage  amount  for  a  group 
practice  facilities  project  on  the  basis  of  90  percent  of  its  estimated 
replacement  cost  rather  than  90  percent  of  the  estimated  value  of  the 
property  when  completed. 


MOBILE  HOMES 

[S.  2740] 

To  amend  section  2  of  the  National  Housing  Act  to  authorize  FHA  insurance  to 

finance  the  purchase  of  mobile  homes 

History  of  Legislation 

S.  2740  was  introduced  by  Senator  Ernest  F.  Hollings  on  July  31, 
1969.  Open  hearings  were  held  by  the  Subcommittee  on  Housing  and 
Urban  Affairs  on  September  12  and  15, 1969. 

During  the  debate  of  S.  2864  (Housing  and  Urban  Development 
Act  of  1969,  supra)  by  the  Senate,  S.  2740  was  offered  as  an  amend¬ 
ment  to  the  bill.  The  amendment  was  accepted  by  the  Senate  and 
S.  2740  became  section  416  of  S.  2864.  S.  2864  became  Public  Law 
91-152. 


Digest  of  Section  416  of  S.  2864 

Section  416  of  Public  Law  91-152  would  authorize  the  Federal 
Housing  Administration  to  insure  loans  financing  the  purchase  of 
mobile  homes  to  be  used  by  the  purchasers  as  their  principal  residence. 
The  amount  of  an  insured  loan  could  be  up  to  $10,000,  and  the  term 
of  the  loan  could  be  up  to  12  years.  The  loans  would  be  insured 
under  the  FHA  title  I  property  improvement  loan  program. 


HEARING  ON  PROGRESS  OF  THE  MODEL  CITIES 

PROGRAM 

A  1-day  hearing  was  held  by  the  Subcommittee  on  Housing  and 
Urban  Affairs  on  June  6,  1969,  on  the  progress  of  the  model  cities 
program. 

The  model  cities  program  was  enacted  into  law  in  1966  and  the  pur¬ 
pose  of  the  hearing  was  to  obtain  from  the  Secretary  of  the  Depart¬ 
ment  of  Blousing  and  Urban  Development  progress  to  date  on  the 
program  and  what  his  future  plans  might  be  with  respect  to  the 
program. 
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HEARINGS  ON  PROBLEMS  IN  LUMBER  PRICING  AND 

PRODUCTION 

In  the  early  months  of  this  year,  skyrocketing  prices  and  critical 
shortages  of  softwood  lumber  and  plywood  reached  such  serious  pro¬ 
portions  as  to  threaten  our  basic  housing  program  and  our  effort  to 
meet  national  housing  goals  established  by  the  Housing  and  Urban 
Development  Act  of  1968. 

On  March  19,  20,  and  21,  1969,  the  Subcommittee  on  Housing  and 
Urban  Affairs  held  hearings  to  determine  the  causes  of  the  crisis  and 
what  could  be  done  about  it. 

At  the  conclusion  of  the  hearings,  the  subcommittee  issued  a  report 
(S.  Rept.  91-27)  giving  the  subcommittee’s  conclusions  and  recom¬ 
mendations  on  the  action  needed  to  remedy  this  serious  problem. 

Also,  as  a  result  of  the  hearings,  Senator  Sparkman  on  April  18, 
1969,  introduced  a  bill,  S.  1832,  to  provide  for  the  more  efficient  devel¬ 
opment  and  improved  management  of  national  forest  commercial 
timberlands,  to  establish  a  high-timber-yield  fund,  and  for  other  pur¬ 
poses.  This  bill  is  pending  before  the  Senate  Committee  on  Agricul¬ 
ture  and  Forestry. 


MASS  TRANSPORTATION 

[S.  3154] 

To  provide  long-term  financing  for  expanded  urban  public  transportation 

programs,  and  for  other  purposes 

History  of  Legislation 

On  July  23,  24,  and  29,  October  14,  15,  and  16,  and  November  18, 
1969,  the  Housing  and  LTrban  Affairs  Subcommittee  held  open  hear¬ 
ings  on  S.  676,  S.  1032,  S.  2656,  S.  2821,  and  S.  3154,  all  relating  to 
mass  transportation.  Following  these  hearings,  the  committee  met  in 
executive  session  on  December  2,  1969,  to  consider  all  bills,  amend¬ 
ments,  and  other  proposals.  Subsequently  on  December  22, 1969,  Sena¬ 
tor  Williams,  of  New  Jersey,  reported  S.  3154  (S.  Rept.  91-633).  No 
further  action  was  taken  on  the  measure  during  the  1st  session  of  the 
91st  Congress. 

Digest  of  Bill 

Section  1 — Findings  and  purposes 

Provides  a  Federal  commitment  for  $10  billion  in  funds  over  a  period 
of  12  years  for  urban  mass  transportation  programs. 

Section  2 — Amendments  to  section  3  of  1963  act 

(a)  Advance  acquisition  of  real  property. — Authorizes  a  new  pro¬ 
gram  of  10-year  loans  to  States  and  local  public  bodies,  and  agencies 
thereof,  for  the  acquisition  of  real  property  reasonably  expected  to  be 
needed  and  used  for  urban  mass  transportation  purposes  within  a 
reasonable  period.  Construction  on  the  acquired  property  must  begin 
within  10  years  following  the  fiscal  year  in  which  the  loan  agreement 
was  made.  Repayment  of  the  loan  must  be  made  within  10  years,  or  on 
the  date  of  any  grant  agreement  for  construction  of  facilities  on  the 
acquired  real  property,  whichever  first  occurs.  An  appraisal  of  the 
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acquired  real  property  is  required  if  it  is  determined  within  the  10-year 
period  that  the  property  is  not  to  be  used  for  the  purpose  for  which 
it  was  acquired,  and  the  applicant  must  pay  to  the  Secretary  an  amount 
equal  to  two-thirds  of  any  increase  in  its  value  over  its  original  cost. 
Payments  made  to  the  Secretary  under  this  program  will  be  credited 
to  miscellaneous  receipts  of  the  Treasury. 

The  comprehensive  planning  agency  of  the  affected  community  must 
be  provided  a  copy  of  the  loan  application  for  real  property  acquisi¬ 
tion  concurrently  with  submission  to  the  Secretary,  who  must  consider 
any  comments  made  by  the  agency  within  30  days  before  taking  final 
action  on  the  application. 

A  copy  of  each  application  under  section  3  must  be  submitted  to  the 
Governor  of  each  State  affected  at  the  time  of  filing  with  the  Secretary, 
who  must  consider  any  comments  made  by  the  Governor  within  30 
days  thereafter  before  taking  final  action  on  the  application. 

(b)  Amendments  to  loan  program. — Loans  and  grants  (except  for 
relocation  payments)  for  the  same  project  are  prohibited,  but  grants 
may  be  made  for  real  property  acquired  with  a  loan.  Interest  on  loans 
is  determined  under  a  new  formula,  including  an  increment  for  ad¬ 
ministrative  costs  and  probable  losses.  Maturities  on  loans  and  exten¬ 
sions  may  not  exceed  40  years,  or  10  years  on  loans  for  advance  real 
property  acquisition.  The  provisions  of  section  3(b)  of  the  1964  act, 
which  include  those  in  sections  202(b)  and  203  of  the  1955  housing 
amendments,  are  no  longer  applicable,  and  the  Secretary  is  given  new 
authority  to  establish  terms  and  conditions  for  loans  and  grants. 

( c )  Public  hearings. — States  and  local  public  bodies  seeking  finan¬ 
cial  assistance  under  section  3  of  the  act  are  required  to  hold,  or 
provide  the  opportunity  for,  public  hearings  where  a  project  will 
substantially  affect  the  community  or  its  mass  transportation  system. 
A  transcript  of  any  hearings  must  accompany  the  project  application. 

Section  3 — Amendments  to  section  J  of  196 J  act 

( a )  Change  in  local  share  requirement. — Section  4(a)  of  the  act  is 
amended  to  permit  provision  of  all  or  any  part  of  local  share  of  “net 
project  cost”  from  other  than  public  sources,  but  any  public  or  private 
transit  system  depreciation  reserve  funds,  or  new  capital.  The  present 
determination  of  “fiscal  inability”  of  the  applicant  is  eliminated. 

(b)  New  Federal  assistance  program. — Authorizes  Secretary  to 
incur  contractual  obligations,  after  enactment  of  bill,  up  to  $3.1 
billion  for  all  authorized  programs  under  amended  1964  act.  Restric¬ 
tions  on  disbursements  are  provided  by  limitations  on  authorizations 
for  appropriations,  from  a  maximum  of  $80  million  prior  to  July  1, 
1971  which  is  increased  by  specified  limitations  for  subsequent  years 
reaching  a  maximum  of  $1.86  billion  on  July  1,  1975  and  $3.1  billion 
thereafter.  Further  authorization  requests,  and  recommendations  for 
adjustment  in  the  schedule  of  liquidating  appropriations  must  be  sub¬ 
mitted  by  the  Secretary  at  2-year  intervals  before  July  1, 1972  through 
1982,  designed  to  meet  the  Federal  commitment  specified  in  section  1 
of  the  bill. 

Section  J — Amendment  to  section  5  of  196 J  act 

Change  in  local  share  requirement  made  to  conform  to  change  in 
section  4  (a)  of  act. 
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Sections — State  limitation 

Changes  discretionary  fund  in  section  15  of  act  from  $12.5  million 
to  15  percent  of  the  aggregate  amount  of  funds  authorized  to  be 
obligated  under  new  section  4(c),  beginning  July  1,  1970. 

Section  6 — Reserved  authority  of  secretary  of  HZJD 

Authority  reserved  to  Secretary  of  Housing  and  Urban  Develop¬ 
ment  by  Reorganization  Plan  No.  2,  with  respect  to  sections  6(a),  9, 
and  11  of  the  1964  act,  is  not  changed,  but  is  limited  to  funds  appro¬ 
priated  to  him  for  the  purpose. 

Section  7 — Title  of  bill 

“Urban  Mass  Transportation  Assistance  Act  of  1969.” 


PARAPLEGIC  VETERANS  HOUSING  PROGRAM 

[S.  408] 

[Public  Law  91-22,  approved  June  6,  1969] 

To  modify  eligibility  requirements  governing  the  grant  of  assistance  in  acquir¬ 
ing  specially  adapted  housing  to  include  loss  or  loss  of  use  of  a  lower  extremity 
and  other  service-connected  neurological  or  orthopedic  disability  which  im¬ 
pairs  locomotion  to  the  extent  that  a  wheelchair  is  regularly  required 

History  of  Legislation 

S.  408  was  introduced  by  Senator  Sparkman  on  January  21,  1969, 
and  after  committee  consideration  was  reported  (S.  Rept.  91-94)  on 
March  13,  1969.  The  bill  was  considered  and  passed  by  the  Senate  on 
March  17, 1969,  and  sent  to  the  House  of  Representatives  where  it  was 
referred  to  the  Committee  on  Veterans’  Affairs.  After  consideration 
by  that  committee,  the  bill  was  reported  (H.  Rept.  91-242)  on  May 
14, 1969.  S.  408  was  considered,  amended,  and  passed  by  the  House  on 
May  19,  1969.  On  May  26,  1969,  the  measure  was  again  considered  by 
the  Senate  and  the  Senate  concurred  in  the  House  amendment  and 
further  amended  the  bill.  The  bill  was  returned  to  the  House  of  Rep¬ 
resentatives  and  the  House  concurred  in  the  Senate  amendment  on 
May  27,  1969.  S.  408  was  signed  into  law  by  the  President  on  June  6, 
1969,  becoming  Public  Law  91-22. 

Digest  of  Statute 

Section  1  extends  the  specially  adapted  housing  for  disabled  veter¬ 
ans  program  to  veterans  with  residuals  of  organic  disease  or  injury 
which  so  affect  the  functions  of  balance  or  propulsion  as  to  preclude 
locomotion  without  resort  to  a  wheelchair. 

Section  2  increases  the  grant  to  paraplegic  veterans  from  $10,000  to 
$12,500. 

Section  3  increases  the  VA  direct  housing  loan  from  $17,500  to 

$21,000. 


MEDALS 


WINSTON  CHURCHILL  MEDALS 

[S.  1081] 

[Public  Law  91-12,  approved  May  7,  1969] 

To  provide  for  the  striking  of  medals  in  honor  of  the  dedication  of  the  Winston 

Churchill  Memorial  and  Library 

History  of  Legislation 

S.  1081  was  introduced  by  Senators  Eagleton  and  Symington  on 
February  19,  1969.  The  bill  was  reported  with  an  amendment  on 
March  13, 1969  (S.  Kept.  91-95) .  The  bill  passed  the  Senate  on  March 
13,  1969.  It  was  reported  to  the  House  on  May  2,  1969  (H.  Kept.  91- 
181) .  The  measure  passed  the  House  on  May  5, 1969  and  was  approved 
by  the  President  on  May  7,  1969,  becoming  Public  Law  91-12. 

Digest  of  Statute 

P.L.  91-12  provides  for  the  striking  of  a  gold  medal  to  be  presented 
to  the  widow  of  the  Honorable  Winston  Spencer  Churchill.  It  also  pro¬ 
vides  for  the  striking  of  not  more  than  100,000  duplicate  copies  of  such 
medal  in  silver  and  bronze.  Not  more  than  5,000  shall  be  in  silver.  Both 
the  gold  medal  and  the  duplicates  would  be  struck  at  no  cost  to  the 
United  States.  No  medals  shall  be  made  after  December  31,  1969. 


AMERICAN  FISHERIES  SOCIETY  MEDALS 

[S.  1130] 

[Public  Law  91-13,  approved  May  15,  1969] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the  100th  anniversary 
of  the  founding  of  the  American  Fisheries  Society 

History  of  Legislation 

S.  1130  was  introduced  by  Senators  Magnuson  and  Jackson  on 
February  25,  1969.  After  committee  consideration  the  bill  was  re¬ 
ported  on  March  13, 1969  (S.  Rept.  91-96) .  The  bill  passed  the  Senate 
March  17,  1969.  The  House  reported  an  identical  bill,  H.R.  8648,  on 
May  2,  1969  (H.  Rept.  91-184).  S.  1130  passed  the  House  on  May  5, 
1969.  The  measure  was  approved  by  the  President  on  May  15,  1969, 
becoming  Public  Law  91-13. 

Digest  of  Statute 

Public  Law  91-13  authorized  the  Secretary  of  the  Treasury  to  strike 
100,00  medals  in  honor  of  the  100th  anniversary  of  the  founding  of  the 
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American  Fisheries  Society.  No  medal  will  be  struck  after  Decem¬ 
ber  31, 1970.  The  medals  will  be  struck  at  no  cost  to  the  United  States. 


ALABAMA  SESQUICENTENNIAL  MEDALS 

[S.  1995] 

[Public  Law  91-21,  approved  June  17, 1969] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the  150th  anniversary 

of  the  founding  of  the  State  of  Alabama 

History  of  Legislation 

S.  1995  was  introduced  by  Senators  Sparkman  and  Allen  on  April  29, 
1969.  After  Committee  consideration  the  bill  was  reported  to  the 
Senate  on  May  14,  1969  (S.  Kept.  91-171).  The  bill  passed  the  Sen¬ 
ate  on  May  16,  1969.  A  similar  bill,  H.R.  10931,  was  reported  to 
the  House  on  May  26,  1969  (H.  Kept.  91-267).  S.  1995  passed  the 
House  on  June  2,  1969.  The  measure  was  approved  by  the  President 
on  June  17, 1969,  becoming  Public  Law  91-29. 

Digest  of  Statute 

Public  Law  91-29  authorizes  the  Secretary  of  the  Treasury  to  strike 
and  furnish  to  the  Alabama  Sesquicentennial  Commission  not  more 
than  5,000  silver  and  50,000  bronze  medals  in  commemoration  of  the 
150th  anniversary  on  December  14, 1969,  of  the  admission  of  Alabama 
into  the  Union.  No  medals  may  be  manufactured  under  authority  of 
this  legislation  after  January  1, 1970. 

The  design  of  the  medals,  including  emblems,  devices,  and  inscrip¬ 
tions,  is  to  be  determined  by  the  Alabama  Sesquicentennial  Commis¬ 
sion,  subject  to  the  approval  of  the  Secretary  of  the  Treasury.  In 
addition,  the  bill  provides  that  the  Secretary  of  the  Treasury  shall 
make  these  medals  available  at  not  less  than  the  estimated  cost  of  the 
manufacturing,  including  labor,  materials,  dies,  use  of  machinery,  and 
overhead  expenses.  Security  must  be  furnished  satisfactory  to  the 
Director  of  the  Mint  to  indemnify  the  United  States  for  full  payment 
of  all  costs  of  the  medals. 


SOUTH  CAROLINA  MEDALS 

[H.R.  6269] 

[Public  Law  91-16,  approved  May  28, 1969] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the  300th  anniversary 

of  the  founding  of  South  Carolina 

History  of  Legislation 

H.R.  6269  was  introduced  by  Congressman  Rivers  on  February  5, 
1969.  After  Committee  consideration  the  bill  was  reported  to  the 
House  on  May  2,  1969  (H.  Rept.  91-180).  The  bill  passed  the  House 
on  May  5,  1969.  After  Committee  consideration  the  bill  was  reported 
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to  the  Senate  on  May  14,  1969  (S.  Kept.  91-172).  The  bill  passed  the 
Senate  on  May  16,  1969.  The  measure  was  approved  by  the  President 
on  May  28, 1969,  becoming  Public  Law  91-16. 

Digest  of  Statute 

Public  Law  91-16  authorizes  the  Secretary  of  the  Treasury  to  mint 
no  more  than  100,000  medals  to  commemorate  the  300th  anniversary  of 
the  founding  of  South  Carolina.  No  medals  will  be  minted  after  De¬ 
cember  31,  1970.  The  medals  will  be  minted  at  no  cost  to  the  United 
States. 


U.S.  DIPLOMATIC  COURIER  SERVICE  MEDALS 

[H.R.  7215] 

[Public  Law  91-48,  approved  July  22, 1969] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the  50th  anniversary 

of  U.S.  diplomatic  courier  service 

History  of  Legislation 

H.R.  7215  was  introduced  by  Congressman  Patman  on  February  19, 
1969.  After  Committee  consideration  the  bill  was  reported  to  the 
House  on  May  2,  1969  (H.  Rept.  91-182).  The  bill  passed  the  House 
May  5,  1969.  After  Committee  consideration  the  bill  was  reported 
to  the  Senate  on  July  14,  1969  (S.  Rept.  91-319).  The  bill  passed  the 
Senate,  July  15,  1969.  The  measure  was  approved  by  the  President 
on  July  22,  1969,  becoming  Public  Law  91-48. 

Digest  of  Statute 

Public  Law  91-48  authorized  the  Secretary  of  the  Treasury  to  mint 
medals  to  commemorate  the  50th  anniversary  of  the  founding  of  the 
U.S.  diplomatic  courier  service.  The  medals  will  be  sold  as  list  medals 
at  a  price  to  cover  costs. 


AMERICAN  ASTRONAUTS  MEDALS 

[S.J.  Res.  140] 

To  provide  for  the  striking  of  medals  in  honor  of  American  astronauts  who  have 

flown  in  outer  space 

History  of  Legislation 

Senate  Joint  Resolution  140  was  introduced  by  Senator  Dodd  on 
July  24,  1969.  After  Committee  consideration  the  resolution  was 
reported  to  the  Senate  with  amendments  on  July  29,  1969  (S.  Rept. 
91-337).  The  bill  was  passed  the  Senate  on  July  30,  1969.  The  resolu¬ 
tion  was  then  sent  to  the  House  of  Representatives.  No  further  action 
was  taken  on  the  resolution  by  the  House  of  Representatives  during 
the  1st  session  of  the  91st  Congress. 
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Digest  of  Bill 

Senate  Joint  Resolution  140  authorized  the  President  to  present  a 
•gold  medal  to  each  American  astronaut  who  has  flown  a  vehicle  in 
outer  space.  It  also  provides  for  the  minting  of  500,000  duplicates  of 
the  medals  in  bronze.  No  medals  shall  be  minted  after  December  31, 
1971.  Senate  Joint  Resolution  140  provides  that  $20,000  be  appropri¬ 
ated  to  cover  the  cost  of  minting  the  gold  medals.  The  cost  of  both  the 
gold  and  bronze  medals  would  be  recouped  by  the  sale  of  the  bronze 
medals. 


WITCHITA,  KANSAS  MEDALS 

[H.R.  8188] 

[Public  Law  91-18,  approved  May  28, 1969] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the  100th  anniversary 

of  the  founding  of  Wichita,  Kans. 

History  of  Legislation 

H.R.  8188  was  introduced  by  Congressman  Shriver  on  March  4, 
1969.  After  Committee  consideration  the  bill  was  reported  to  the 
House  on  May  2,  1969  (H.  Rept.  91-183)  and  was  passed  the  House 
on  May  5,  1969.  After  Committee  consideration  the  bill  was  reported 
to  the  Senate  on  May  16,  1969  (S.  Rept.  91-174).  The  bill  passed  the 
Senate  on  May  20,  1969.  The  measure  was  approved  by  the  President 
on  May  28, 1969,  becoming  Public  Law  91-18. 

Digest  of  Statute 

Public  Law  91-18  would  authorize  the  Secretary  of  the  Treasury  to 
mint  not  more  than  100,000  medals  in  commemoration  of  the  100th 
amiiversary  of  the  founding  of  Wichita,  Kans.  No  medal  shall  be 
struck  after  December  31,  1970.  The  medals  will  be  struck  at  no  cost 
to  the  United  States. 


SECURITIES 


-  EFFECT  OF  INSTITUTIONAL  INVESTORS  ON  THE 

SECURITIES  MARKETS 

[S.J.  Res.  112] 

[Public  Law  91-94,  approved  October  20,  1969] 

To  amend  the  Securities  Exchange  Act  of  1934  to  authorize  an  investigation  of 
the  effect  on  the  securities  markets  of  the  operation  of  institutional  investors 
investors 

History  of  Legislation 

Senate  Joint  Resolution  112  was  introduced  by  Senator  Sparkman 
on  May  23, 1969.  The  resolution  was  reported  to  the  Senate  on  May  27, 
1969  (S.  Rept.  91-206)  and  passed  the  Senate  on  June  2, 1969. 

A  hearing  was  held  on  similar  legislation  by  the  House  Committee 
on  Interstate  and  Foreign  Commerce.  House  Joint  Resolution  754,  a 
similar  resolution,  was  reported,  with  amendments,  on  September  23, 
1969,  by  the  House  Committee  on  Interstate  and  Foreign  Commerce 
(H.  Rept.  91-501).  House  Joint  Resolution  754  was  passed  by  the 
House  on  October  6, 1969.  Senate  Joint  Resolution  112,  with  the  amend¬ 
ments  made  by  the  House,  was  then  passed  in  lieu  of  the  House  resolu¬ 
tion.  On  October  8, 1969,  the  Senate  concurred  in  the  amendments  made 
by  the  House  to  Senate  Joint  Resolution  112.  The  resolution  was  signed 
by  the  President  on  October  20,  1969,  becoming  Public  Law  91-94. 

Digest  of  Statute 

Public  Law  91-94  amends  section  19(e)  of  the  Securities  Exchange 
Act  of  1934  to  extend  from  September  1,  1969,  to  September  1,  1970, 
the  time  in  which  the  Securities  and  Exchange  Commission  is  to  study 
and  make  a  report  to  the  Congress  on  institutional  investing  practices 
in  the  securities  market.  In  addition,  the  joint  resolution  increases  the 
amount  authorized  to  be  appropriated  for  this  study  from  $875,000  to 
$945,000. 


INVESTMENT  COMPANY  AMENDMENTS  ACT 

[S.  2224] 

To  amend  the  Investment  Company  Act  of  1940,  as  amended,  and  the  Investment 
Advisers  Act  of  1940,  as  amended,  to  define  the  equitable  standards  governing 
relationships  between  investment  companies  and  their  investment  advisers  and 
principal  underwriters,  and  for  other  purposes 

History  of  Legislation 

S.  34,  the  predecessor  bill  to  S.  2224,  was  introduced  by  Senator 
Sparkman  on  January  15,  1969.  Hearings  were  held  by  the  Senate 
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Banking  and  Currency  Committee  on  S.  34  and  S.  296  on  April  15, 17, 
and  18, 1969.  A  clean  bill,  S.  2224,  was  reported  to  the  Senate  by  Sena¬ 
tor  Sparkman  on  May  21, 1969  (S.  Kept.  91-184).  The  bill  passed  the 
Senate  on  May  26,  1969.  No  further  action  was  taken  on  the  bill. 

Digest  of  Bill 

PART  A.  COSTS  OF  MUTUAL  FUND  INVESTMENT 

Section  20,  Adding  New  Section  36(b)  to  the  Act — Breach  of  Fiduciary  Duty 
Involving  Management  Compensation  and  Other  Payments 

In  the  area  of  management  fees,  a  new  section  36(b)  is  proposed 
to  be  added  to  the  Investment  Company  Act  which  imposes  on  the 
mutual  fund  adviser  a  fiduciary  duty  with  respect  to  compensation  or 
payments  paid  by  the  investment  company,  or  by  its  security  holders, 
to  the  investment  adviser  or  to  an  affiliated  person  of  such  adviser.  It 
provides  a  judicial  remedy  for  breach  of  such  fiduciary  duty.  It  also 
authorizes  suit  against  certain  other  persons  who  have  a  fiduciary  duty 
with  respect  to  payments  made  to  them  by  the  investment  company. 

In  the  event  that  court  action  is  brought  to  enforce  this  fiduciary 
duty  of  the  investment  adviser  as  to  compensation  or  payments  re¬ 
ceived  by  him,  it  is  intended  that  the  court  look  at  all  the  facts  in 
connection  with  the  determination  and  receipt  of  such  compensation, 
including  all  services  rendered  to  the  fund  or  its  shareholders  and 
all  compensation  and  payments  received,  in  order  to  reach  a  decision 
as  to  whether  the  adviser  has  properly  acted  as  a  fiduciary  in  relation 
to  such  compensation.  In  the  case  of  fund  complexes,  this  could, 
under  certain  circumstances,  include  consideration  of  services  rendered 
by  such  investment  advisers  to  other  funds  in  such  complex  and  com¬ 
pensation  or  payments  made  by  such  other  funds  for  such  services. 

The  directors  of  a  fund  have  the  initial  responsibility  for  approv¬ 
ing  management  contracts.  Section  36(b)(2)  therefore  instructs  the 
courts  to  consider  the  approval  given  by  the  directors  of  the  fund  to 
such  compensation  and  provides  that  their  approval  shall  be  given 
such  consideration  as  the  court  deems  appropriate  under  all  the  cir¬ 
cumstances.  Among  other  things,  the  court  might  wish  to  evaluate 
whether  the  deliberations  of  the  directors  were  a  matter  of  substance 
or  a  mere  formality.  (However,  such  consideration  would  not  be  con¬ 
trolling  in  determining  whether  or  not  the  fee  encompassed  a  breach  of 
fiduciary  duty.)  To  assist  the  directors  in  discharging  their  duties, 
section  8(c)  of  the  bill  requires  the  investment  adviser  to  furnish  to  the 
directors  information  reasonably  necessary  to  evaluate  the  manage¬ 
ment  contract  and  confirms  the  duty  of  the  directors  to  evaluate  such 
information  in  accordance  with  the  best  interests  of  the  fund  and  its 
shareholders. 

The  approval  by  shareholders  of  the  management  fee  is  also  to  be 
given  such  consideration  as  the  court  may  deem  appropriate  under  all 
the  circumstances. 

Section  36(b)  authorizes  the  Commission  and  also  a  shareholder  act¬ 
ing  on  behalf  of  the  fund  to  institute  an  equitable  action  involving  a 
claim  of  breach  of  fiduciary  duty.  The  section  makes  it  explicit  that 
the  Commission  or  any  other  plaintiff  has  the  burden  of  proving  to  the 
satisfaction  of  the  court  that  the  defendant  has  committed  a  breach 
of  fiduciary  duty. 
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An  action  for  breach  of  fiduciary  duty  may  be  brought  not  only 
against  the  investment  adviser  but  also  against  any  officer,  director, 
member  of  any  advisory  committee,  depositor,  or  principal  under¬ 
writer  of  the  investment  company  who,  under  the  circumstances,  may 
also  have  a  fiduciary  duty  in  respect  to  the  payments  received.  The 
fiduciary  duty  of  the  investment  adviser  is  extended  not  only  to  com¬ 
pensation  paid  to  the  investment  adviser  but  also  to  payments  made 
by  the  investment  company  or  its  shareholders  to  an  affiliated  person 
of  the  investment  adviser.  This  provision  affords  a  remedy  if  the  in¬ 
vestment  adviser  should  try  to  evade  liability  by  arranging  for  pay¬ 
ments  to  be  made  not  to  the  adviser  itself  but  to  an  affiliated  person 
of  the  adviser. 

Section  36(b)  authorizes  an  action  only  against  the  recipient  of  the 
compensation  or  payments.  Damages  may  be  recovered  only  from  a 
recipient  of  the  payments  and  are  not  recoverable  for  any  period 
prior  to  1  year  before  the  action  was  instituted.  An  award  of  damages 
against  any  recipient  is  limited  to  actual  damages  resulting  from 
the  breach  of  fiduciary  duty  and  may  not  exceed  the  amount  of  the 
payments  received  by  such  recipient  from  the  investment  company 
or  its  security  holders.  Action  under  this  section  may  be  brought 
only  in  an  appropriate  Federal  court. 

Although  section  36(b)  provides  for  an  equitable  action  for  breach 
of  fiduciary  duty  as  does  section  36(a),  the  fact  that  subsection  (b) 
specifically  provides  for  a  private  right  of  action  should  not  be  read 
by  implication  to  affect  subsection  (a).  Similarly,  the  fact  that  sub¬ 
section  (b)  specifically  places  the  burden  of  proof  on  the  plaintiff 
does  not  mean  that  the  normal  rules  of  evidence  which  ordinarily 
place  the  burden  of  proof  on  a  plaintiff  would  not  apply  to  sub¬ 
section  (a). 

Section  12,  Amending  Section  22 — Sales  Charges 

This  proposed  section  provides  that  a  registered  securities  associa¬ 
tion  may  by  rule  prohibit  its  members  from  offering  redeemable 
securities  at  a  price  which  includes  an  “excessive”  sales  load  and  that 
the  Commission  may  by  its  rules  alter  or  supplement  the  rules  of  such 
association  in  the  manner  provided  for  by  section  15A(k)  (2)  of 
the  Securities  Exchange  Act.  An  underwriter  of  these  type  securities 
who  is  not  a  member  of  an  association  may  elect  to  be  governed  either 
by  the  rules  of  an  association  or  by  rules  prescribed  by  the  Commis¬ 
sion  with  respect  to  excessive  sales  loads. 

The  association  and  the  Commission,  in  formulating  rules  as  to 
excessive  sales  loads,  “shall  allow  for  reasonable  compensation  for 
sales  personnel,  broker-dealers,  and  underwriters,  and  for  reasonable 
sales  loads  to  investors.”  This  does  not  mean  that  such  rules  must 
preserve  the  current  level  of  profitability  of  every  salesman,  broker- 
dealer,  or  underwriter  in  the  business,  irrespective  of  efficiency.  It 
does  mean,  however,  that  consideration  must  be  given  to  the  nature 
and  quantity  of  services  necessary  to  effect  the  proper  distribution  of 
fund  shares  to  the  public. 

The  provision  for  “reasonable  loads  to  investors”  is  intended  to 
assure  that  the  sales  loads  fixed  by  the  principal  underwriters  (which 
continue  to  be  protected  against  price  competition  by  sec.  22(d)  of 
the  act)  will  be  established  at  levels  which  recognize  the  interests 
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of  investors.  These  provisions  also  contemplate  that,  if  warranted, 
the  rules  might  include  provisions  for  higher  sales  loads  in  situations 
where  relatively  more  selling  effort  is  required.  They  will  also  permit 
flexible  treatment  of  the  problem  of  sales  loads  on  automatic  invest¬ 
ment  of  dividends,  which  involve  little  or  no  new  selling  effort. 

It  is  contemplated  that  the  adoption  of  rules  defining  and  prohibiting 
excessive  sales  loads  will  be  based  on  a  prompt  study  by  the  National 
Association  of  Securities  Dealers,  Inc.,  of  all  relevant  factors.  For  this 
reason,  the  authority  of  the  Commission  to  alter  or  supplement  the 
rules  of  a  securities  association  commences  18  months  after  the  effective 
date  of  the  act. 

The  provisions  of  this  proposed  section  shall  prevail  over  any  con¬ 
flicting  provision  of  Federal  law.  This  provision,  which  is  identical  to 
section  15A(n)  of  the  Securities  Exchange  Act,  is  designed  to  make 
it  clear  that  no  other  provision  of  Federal  law,  including  the  antitrust 
laws,  prevents  a  registered  securities  association  from  adopting  rules 
consistent  with,  and  necessary  to  effectuate,  the  purposes  and  provi¬ 
sions  of  this  section. 

Section  16,  Amending  Section  27 — Periodic  Payment  Plans 

In  the  area  of  periodic  payment  plan,  generally  referred  to  as  “con¬ 
tractual  plans,”  this  section  proposes  two  alternative  plans,  one  of 
which  would  limit  the  amount  that  could  be  deducted  for  sales  charges 
during  the  first  3  years  of  the  plan  to  20  percent,  and  one  which  would 
permit  deductions  as  allowed  under  present  law  but  would  require 
a  refund  of  part  of  the  sales  charge  if  the  investor  elects  to  redeem  his 
shares  at  any  time  during  the  first  3  years  of  the  plan. 

The  first  alternative  provides  that  not  more  than  20  percent  of  any 
one  year’s  payments  may  be  deducted  for  sales  load,  and  the  entire 
deduction  during  the  first  4  years  may  not  exceed  64  percent.  This 
change  would  permit  the  seller  of  a  plan  to  continue  to  collect  approxi¬ 
mately  the  same  amount  of  sales  load  over  the  first  3  or  4  years  (at  the 
seller’s  election)  as  he  does  under  present  law.  However,  the  load  would 
be  spread  out  more  evenly  over  that  period.  For  example,  instead  of 
the  present  situation  in  which  typical  deductions  might  be  50  percent  in 
the  first  year  and  4.5  percent  in  each  of  the  next  3  years (  averaging 
15.9  percent) ,  a  seller  would  be  permitted  to  deduct  16  percent  over 
the  entire  4-year  period  or  20  percent  in  each  of  the  first  3  years  and 
4  percent  in  the  fourth  year  (in  each  case  averaging  16  percent). 

Under  this  alternative  it  would  not  be  necessary  that  the  same  sales 
load  be  imposed  during  each  of  the  first  4  years  of  the  plan,  but  the 
sales  load  dedications  from  all  of  the  monthly  payments  within  any 
one  of  those  years  would  have  to  be  uniform,  as  would  the  sales  load 
on  all  payments  after  the  48th  monthly  payment.  This  provision,  which 
corresponds  to  a  provision  found  in  present  law,  is  designed  to  dis¬ 
courage  unduly  complicated  sales  load  schedules  which  investors  might 
have  difficulty  in  understanding. 

This  proposed  section  does  not  change  the  provision  of  present  law 
which  limits  the  sales  load  on  the  entire  plan  to  9  percent  of  the  total 
payments  to  be  made. 

As  an  alternative  to  the  “spread  load”  provision  described  above, 
the  bill  provides  that  a  contractual  plan  may  retain  the  presently  au¬ 
thorized  front-end  load  provided  that  if  an  investor  elects  for  any  rea- 
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son  whatsoever  to  redeem  his  underlying  shares  for  cash  during  the 
first  3  years,  he  is  entitled  to  receive  a  refund  of  the  amount  by  which 
all  sales  charges  paid  by  him  exceed  15  percent  of  the  total  payments 
made  under  his  plan.  Under  this  alternative,  contractual  plan  sponsors 
are  required  to  give  plan  holders  notification  of  their  refund  privileges 
and  provide  that  plan  holders  may  receive  a  full  refund  of  the  sales 
charge  if  they  choose  to  cancel  at  any  time  within  60  days  after  the 
mailing  of  the  original  notice. 

The  bill  provides  rulemaking  power  for  the  Commission  to  assure 
that  the  contractual  plan  sponsor  has  adequate  reserves  with  reason¬ 
able  flexibility  under  the  net  capital  rule  to  meet  the  contingent  lia¬ 
bility  which  may  occur  under  the  refund  provision.  The  Commission 
has  further  rulemaking  authority  to  require  adequate  and  meaningful 
notice  to  investors  regarding  their  rights  under  the  refund  provision. 

Section  16(b)  of  this  bill  would  repeal  subsection  (b)  of  section  27 
of  the  Investment  Company  Act.  That  subsection  authorizes  the  Com¬ 
mission  to  “relax”  the  requirements  of  section  27(a)  for  “smaller 
companies — subjected  to  higher  operating  costs.”  Applications  for 
relief  under  this  subsection  have  been  extremely  rare,  and  the  Com¬ 
mission  has  never  granted  any  of  them.  Many  years  have  elapsed 
since  the  last  such  application  was  made.  Since  there  is  no  evidence 
that  the  operating  costs  of  the  smaller  contractual  plan  sponsors  are 
any  higher  than  those  of  their  larger  competitors,  it  is  hard  to  see  how 
the  Commission  could  ever  properly  grant  a  27(b)  application  for 
permission  to  charge  higher  loads.  If  in  an  unusual  case  such  an 
application  were  to  be  supported  by  a  substantial  showing  of  merit, 
the  committee  directs  the  Commission  to  grant  such  application  by 
exercising  its  general  exemptive  authority  under  section  6(c)  of  the 
act.  Section  27  (b)  is  therefore  surplusage  and  is  deleted. 

Section  17,  Amending  Section  28  of  the  Act — Face-Amount  Certificates 

Section  17  of  the  bill  would  add  a  new  subsection  (i)  to  section  28 
under  which — 

(1)  The  existing  provisions  of  section  28  will  continue  to  apply  in 
all  respects  to  all  face-amount  certificates  issued  prior  to  the  subsec¬ 
tion’s  effective  date  as  well  as  to  new  certificates  issued  pursuant  to  the 
terms  of  such  outstanding  certificates. 

(2)  With  respect  to  certificates  issued  after  the  effective  date  of  the 
subsection — 

(a)  The  reserve  payment  or  payments  for  the  first  3  certificate 
years  must  amount  to  at  least  80  percent  of  the  required  gross 
annual  payment  for  those  years,  instead  of  the  present  50  percent 
in  the  first  year,  with  93  percent  in  the  second  to  the  fifth  years, 
inclusive. 

(b)  The  reserve  payment  or  payments  for  the  fourth  certificate 
year  must  amount  to  at  least  90  percent  of  the  gross  annual 
payment  required  in  the  fourth  year. 

(c)  The  reserve  payment  of  payments  for  the  fifth  certificate 
year  must  amount  to  at  least  93  percent  of  the  gross  annual  pay¬ 
ment  required  in  this  year. 

(d)  Reserve  payments  for  years  subsequent  to  the  fifth  cer¬ 
tificate  year  must  amount  to  at  least  96  percent  of  the  required 
gross  annual  payments. 
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The  new  section  28 (i)  would  substantially  conform  the  law  relating 
to  face-amount  certificates  to  that  which  the  amendments  to  section 
27  apply  to  contractual  plans.  The  existing  limit  on  the  total  charge 
paid  by  a  completing  certificate  holder  remains  unchanged. 

Section  6,  Amending  Section  11(b)(2) — Deletion  of  Sales  Charge  in  Exchange 

of  Series  Shares 

Section  6  would  delete  from  the  Investment  Company  Act  section 
11(b)(2)  which  permits  series  companies  or  their  principal  under¬ 
writers  to  charge  an  additional  sales  load  when  shareholders  in  one 
series  exchange  their  shares  for  shares  in  another  series.  Section  11(a) 
of  the  act  specifically  prevents  the  imposition  of  sales  charges  when 
shareholders  are  induced  to  exchange  their  certificates  for  new  cer¬ 
tificates  in  the  same  or  another  investment  company. 

PART  B.  BANKS  AND  SAVINGS  AND  LOAN  ASSOCIATIONS  AND 

INSURANCE  COMPANIES 

Section  2(4),  Adding  New  Section  2(a)  (37) — Definition  of  Separate  Account 

Section  2(4)  of  the  bill  would  add  to  the  investment  Company  Act  a 
new  subsection  2(a)  (37)  which  defines  the  term  “separate  account” 
established  and  maintained  by  an  insurance  company.  The  purpose  of 
adding  this  new  subsection  is  to  provide  a  definitional  base  for  the 
exclusion  from  the  act  of  certain  separate  accounts  provided  for  in 
section  3(b)  (6)  of  the  bill. 

The  definition  in  the  new  subsection  is  based  on  the  definition  in 
Commission  rule  3c-3  promulgated  under  the  act  which,  in  turn,  is 
based  on  the  definitions  in  separate  account  legislation  of  certain 
States,  including  New  York.  The  definition  expressly  includes  sepa¬ 
rate  accounts  established  and  maintained  pursuant  to  the  laws  of 
Canada  or  any  Province  thereof,  but  includes  such  separate  accounts  of 
Canadian  insurance  companies  only  if  such  companies  are  subject  to 
supervision  by  State  insurance  officials  as  provided  in  section  2(a)  (17) 
of  the  act. 

Section  2(5),  Adding  New  Subsection  2(a)  (45) — Definition  of  Savings  and  Loan 

Association 

Section  2(5)  of  the  bill  would  add  to  the  Investment  Company  Act 
a  new  subsection  2(a)  (45)  which  defines  the  term  “savings  and  loan 
association.”  The  purpose  of  this  new  subsection  is  to  provide  a  defini¬ 
tional  base  for  including  managing  agency  accounts  sold  on  a  no-load 
basis  by  savings  and  loan  associations  under  section  12(d)  of  the  bill. 

Section  3(b)(6),  Amending  Redesignated  Section  3(c)  (11) — Exclusion  for 

Certain  Bank  Collective  Trust  Funds  and  Insurance  Company  Separate 

Accounts 

Section  3(b)  (6)  of  the  bill  would  expand  a  present  exclusion  from 
the  definition  of  “investment  company”  in  section  3(c)  (13),  redesig¬ 
nated  section  3(c)  (11),  of  the  Investment  Company  Act  to  cover 
certain  bank  collective  trust  funds  and  certain  insurance  company 
separate  accounts  funding  pension  or  profit-sharing  plans  which  meet 
the  requirements  of  section  401(a)  of  the  Internal  Revenue  Code.  As 
a  purely  technical  matter  the  amendment  would  also  delete  the  ref- 
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erence  to  section  165  of  the  code  and  substitute  a  reference  to  section 
401(a)  of  the  code  which  replaced  it. 

The  amendment  in  section  3  (b)  (6)  of  the  bill  would  codify  the  Com¬ 
mission’s  current  basic  position  that  bank  collective  trust  funds,  which 
consist  solely  of  assets  of  employees’  plans  and  which  meet  the  con¬ 
ditions  of  section  401(a)  of  the  code,  are  entitled  to  the  exclusion 
w7hich  the  act  presently  provides  for  “any  employees’  stock  bonus, 
pension,  or  profit-sharing  trust  which  meets  the  conditions  of  section 
165  (now,  401(a))  of  the  Internal  Revenue  Code,  as  amended.” 

The  amendment  would  exclude  only  those  bank  collective  trust 
funds  which  are  maintained  solely  for  the  funding  of  employees’ 
stock  bonus,  pension  or  profit-sharing  plans  including  so-called  H.R. 
10  plans,  and  which  are  not  used  as  a  vehicle  for  direct  investment 
by  individual  members  of  the  public.  For  example,  the  amendment 
would  not  exclude  a  bank  collective  fund  maintained  for  the  collective 
investment  and  reinvestment  of  assets  contributed  thereto  by  such 
bank  in  its  capacity  as  managing  agent. 

The  amendment  in  section  3(b)(6)  of  the  bill  would  also  exclude 
from  the  definition  of  “investment  company”  under  the  act  certain 
insurance  company  separate  accounts,  as  defined  in  section  2(4)  of 
the  bill.  The  purpose  of  this  amendment  is  to  give  life  insurance 
companies  the  same  treatment  with  respect  to  employees'  pensions  and 
profit-sharing  plans,  which  meet  the  requirements  of  section  401(a) 
of  the  code  as  is  provided  for  banks. 

Section  5(d),  Amending  Section  10(d) — Certain  Exemptions  for  Bank  Collective 

Funds  for  Managing  Agency  Acts 

Section  5(d)  of  the  bill  would  amend  section  10(d)  of  the  Invest¬ 
ment  Company  Act  to  exempt  bank  collective  funds  for  managing 
agency  accounts  from  the  provisions  of  sections  10(a),  10  (b)(2),  10 
(b)  (3),  and  10(c)  of  the  act  and  would  permit  a  collective  fund  for 
managing  agency  accounts,  maintained  by  a  bank,  to  have  only  one 
director  who  is  not  an  interested  person  of  the  bank.  It  extends  to  such 
collective  funds,  which  would  be  required  by  section  12(d)  of  the  bill 
to  operate  on  a  no-load  basis,  the  same  treatment  accorded  by  section 
10(d)  of  the  act  to  no-load  funds  managed  by  investment  advisers  who 
are  principally  engaged  in  the  investment  supervisory  business.  The 
amendment  w7ould  also  exempt  such  funds  from  section  10(a)  of  the 
act,  which  requires  that  40  percent  of  those  persons  performing  the 
functions  of  directors  be  persons  who  are  not  officers  or  directors  of, 
or  otherwise  affiliated  with,  the  bank  managing  the  fund.  This  amend¬ 
ment  would  also  exempt  such  funds  from  section  10(b)  (3)  of  the  act, 
which  provides  that  a  least  a  majority  of  the  board  of  directors  of  an 
investment  company  shall  be  persons  who  are  not  affiliated  with  any 
investment  banker. 

Under  section  10(a)  of  the  Investment  Company  Act,  an  investment 
company  is  required  to  have  40  percent  of  its  board  of  directors  consist 
of  persons  who  are  unaffiliated  with  the  company’s  investment  adviser. 
Under  section  10(d),  however,  mutual  funds  which  operate  on  a  no- 
load  basis  and  meet  certain  other  conditions  are  permitted  to  have 
only  one  member  of  the  board  of  directors  who  is  unaffiliated  with  the 
iii vestment  adviser.  Since  it  is  expected  that  bank  collective  funds  will 
be  operated  on  a  no-load  basis,  they  should  be  accorded  the  same  treat- 
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ment  a«j  section  10(d)  provides  for  no-load  funds.  The  amendment, 
therefore,  permits  a  bank  collective  fund  for  managing  agency  accounts 
operated  on  a  no-load  basis  to  have  a  board  of  directors  which  includes 
only  one  director  who  is  not  an  interested  person  of  the  bank. 

Section  5(e),  Adding  Section  10(e) — To  Permit  Directors  of  Member  Banks  of 
the  Federal  Reserve  System  To  Become  Directors  of  No-Loan  Funds 

Section  5(e)  of  the  bill  would  add  a  new  section  10(e)  to  the  Invest¬ 
ment  Company  Act  to  permit  directors  of  banks  belonging  to  the  Fed¬ 
eral  Reserve  System  to  become  directors  of  bank  collective  funds  for 
bank  managing  agency  accounts  registered  under  the  Investment 
Company  Act,  and  of  other  registered  mutual  funds  whose  securities 
are  sold  without  a  sales  load. 

Section  9(b),  Amending  Section  17(g) — Custody  of  Assets  of  Bank  Collective 

Funds  for  Managing  Agency  Accounts 

Section  9(b)  of  the  bill  would  amend  section  17(g)  of  the  Invest¬ 
ment  Company  Act  to  permit  an  officer  or  employee  of  a  bank  collec¬ 
tive  fund  for  managing  agency  accounts  to  have  access  to  assets  of  the 
fund  held  in  the  custody  of  the  bank  if  such  access  is  “solely  through 
position  as  an  officer  or  employee  of  a  bank.” 

Section  12(d),  Adding  New  Subsection  22(h) — Permitting  Banks  and  Savings  and 
Loan  Associations  To  Engage  in  Certain  Investment  Company  Activities 

Section  12(d)  of  the  bill  would  add  a  new  subsection  22(h)  to  the 
act  to  make  it  clear  that  no  provision  of  law  prohibits  a  bank  or  savings 
and  loan  association  from  creating  or  operating  a  registered  invest¬ 
ment  company  which  is  a  collective  fund  for  the  investment  of  man¬ 
aging  agency  accounts  and  for  funding  direct  investments  by  individ¬ 
ual  members  of  the  public.  Such  a  fund,  however,  would  be  required 
to  issue  its  securities  at  no  sales  load  and  must  comply  with  applicable 
regulations  of  the  Comptroller  of  the  Currency  and  the  Federal  Home 
Loan  Bank  Board. 

This  section  would  also  allow  banks  and  savings  and  loan  companies 
to  participate  in  the  underwriting,  distribution,  and  sale  of  securities 
issued  by  registered  investment  companies  for  sale  through  such  banks 
if  the  securities  are  sold  at  a  price  which  does  not  include  a  sales  load. 

Interests  in  all  accounts  under  this  section  can  only  be  sold  by  bank 
and  savings  and  loan  employees  who  meet  standards  with  respect  to 
training  and  experience  as  the  Comptroller  of  the  Currency  and  the 
Federal  Home  Loan  Bank  Board  shall  prescribe.  These  regulations 
shall  be  consistent  with  the  rules  and  regulations  promulgated  by  the 
Securities  and  Exchange  Commission  under  the  Securities  Exchange 
Act  of  1934.  At  present,  there  may  be  some  doubt  as  to  whether  banks 
and  savings  and  loan  companies  may  engage  in  such  activities  except 
as  an  accommodation  to  their  customers.  This  section  is  also  intended 
to  remove  any  such  doubt. 

Section  27(a),  Adding  New  Subsections  27(a)  (13)  and  (14)  to  the  Securities  Act — 
Definitions  of  “Insurance  Company”  and  “Separate  Account” 

Section  27(a)  of  the  bill  would  add  to  the  Securities  Act  a  new 
subsection  27(a)  (13)  of  the  act  defining  the  term  “insurance  com¬ 
pany”  and  a  new  subsection  27(a)  (14)  of  the  act  defining  the  term 
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“separate  account”  established  and  maintained  by  an  insurance  com¬ 
pany.  The  definition  of  the  term  “insurance  company”  is  substantially 
the  same  as  the  definition  of  the  term  in  section  2(a)  (171  of  the 
Investment  Company  Act.  The  definition  of  the  term  “separate 
account”  is  substantially  the  same  as  the  definition  of  the  term  in 
section  2(4)  of  this  bill.  (The  description  of  sec.  2(4)  of  the  bill 
discusses  the  definition  of  the  term  “separate  account.”)  These  new 
paragraphs  are  added  to  the  Securities  Act  to  provide  a  definitional 
base  for  the  exemption  from  the  act  for  interests  or  participations  in 
certain  separate  accounts  provided  under  proposed  section  27(b)  of 
the  bill. 

Section  28(a),  Amending  Section  3(a) (12)  of  the  Securities  Exchange  Act — 
Exemptions  for  Certain  Bank  Common  and  Collective  Trust  Funds  and  Insur¬ 
ance  Company  Separate  Accounts 

Section  28(a)  of  the  bill  would  expand  the  definition  of  the  term 
“exempted  securities”  in  section  3(a)  (12)  of  the  Securities  Exchange 
Act  to  include  interests  or  participations  in  certain  bank  common 
trust  funds,  certain  bank  collective  funds,  and  certain  insurance  com¬ 
pany  separate  accounts.  The  language  of  this  amendment  is  identical 
with  that  of  the  amendment  of  section  27(b)  in  this  regard,  and  the 
description  of  section  27 (b)  of  the  bill  discusses  the  scope  of  the 
exemption  language.  As  with  other  securities  exempted  under  section 
3(a)  (12)  of  the  act,  the  amendment  would  not  exempt  any  broker- 
dealer  dealing  in  such  interests  or  participations  from  liability  under 
the  antifraud  and  antimanipulative  provisions  of  section  15(c)  of  the 
act  and  would  not  exempt  any  person  purchasing  or  selling  such 
interests  or  participations  from  liability  under  section  10  of  the  act. 

Section  28(b),  Adding  New  Subsection  3(a) (19)  of  the  Securities  Exchange  Act — 
Definition  of  Investment  Company  Affiliated  Person,  Insurance  Company,  and 
Separate  Account 

Section  28(b)  of  the  bill  would  add  a  new  subsection  3(a)  (19)  to 
the  Securities  Exchange  Act  which  provides  that  the  terms  “invest¬ 
ment  company,”  “affiliated  person,”  “insurance  company,”  and  “sep¬ 
arate  account”  have  the  same  meaning  as  in  the  Investment  Company 
Act.  (Sec.  2(4)  of  the  bill  would  add  the  definition  of  the  term  “sepa¬ 
rate  account”  to  the  Investment  Company  Act,  and  the  description 
of  sec.  2(4)  of  the  bill  discusses  that  definition.) 

Section  28(c),  Adding  New  Subsection  12(g)(2)(H)  of  the  Securities  Exchange 
Act — Exemption  for  Certain  Bank  Common  and  Collective  Trust  Funds  and 
Insurance  Company  Separate  Accounts 

'Section  28(c)  of  the  bill  would  add  new  subsection  12(g)  (2)  (H) 
to  the  Securities  Exchange  Act  to  exempt  from  the  registration  re¬ 
quirements  of  section  12(g)  of  the  act  certain  bank  common  trust 
funds,  and  certain  bank  collective  trust  funds.  Certain  insurance  com¬ 
pany  separate  accounts  issuing  interests  or  participations  with  respect 
to  corporate  plans  which  meet  the  requirements  for  qualification  under 
section  401  of  the  code  would  also  be  exempt.  Excluded  from  this 
exemption  are  plans  known  as  “H.R.  10  plans”  which  cover  employees, 
some  or  all  of  whom  are  employees  within  the  meaning  of  section 
401  (  c)  (1)  of  the  code. 
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Section  27(c),  Amending  Section  3(a)(5)  of  the  Securities  Act — Updating  Exemp¬ 
tions  for  Securities  Issued  by  Savings  and  Loan  Associations 

Section  27(c)  of  the  bill  would  amend  section  3  (a)  (5)  of  the  Securi¬ 
ties  Act  to  conform  the  exemption  from  registration  under  the 
Securities  Act  for  securities  issued  by  savings  and  loan  associations 
and  similar  institutions  with  the  exemptive  language  found  in  section 
12(g)(2)  (C)  of  the  Securities  Exchange  Act.  The  exemption  now  re¬ 
fers  to  savings  and  loans  “substantially  all  the  business  of  which 
is  confined  to  the  making  of  loans  to  members.”  The  quoted  language 
amounts  to  an  obsolete  definition  applicable  to  savings  and  loan  asso¬ 
ciations  under  the  “old”  tax  definition,  which  itself  was  changed  by  the 
[Revenue  Act  of  1962.  The  amendment  is  designed  to  maintain  this  ex¬ 
emption,  but  to  update  it  for  all  savings  and  loan  associations  which 
are  “supervised  and  examined  by  State  or  Federal  authority  having 
supervision  over  any  such  institution.”  The  reference  in  section 
3(a)  (5)  to  the  Revenue  Act  of  1932  has  also  been  updated. 

Section  27(b),  Amending  Section  3(a)(2)  of  the  Securities  Act — Exemption  for 

Certain  Bank  Common  and  Collective  Trust  Funds  and  Insurance  Company 

Separate  Accounts 

Section  27  (b)  of  the  bill  would  amend  section  3(a)  (2)  of  the  Se¬ 
curities  Act  to  exempt  from  the  registration  provisions  of  that  act 
interests  or  participations  in  certain  bank  common  trust  funds,  certain 
bank  collective  trust  funds,  and  certain  insurance  company  separate 
accounts.  As  with  other  securities  exempted  under  section  3  of  the  act, 
the  amendment  would  not  exempt  the  securities  from  the  antifraud 
provisions  of  section  17. 

The  proposed  amendment  would  exempt  from  the  registration  'pro¬ 
visions  of  the  act  interests  and  participations  in  the  traditional  com¬ 
mon  trust  funds  maintained  by  banks  as  investment  vehicles  for  the 
assets  held  by  the  bank  in  a  bona  fide  fiduciary  capacity.  This  is 
identical  to  the  exemption  for  a  “common  trust  fund  or  similar  fund” 
in  section  3(c)  (3)  of  the  Investment  Company  Act.  This  exemption  is 
limited  to  interests  or  participations  in  common  trust  funds  maintained 
by  a  bank  for  the  collective  investment  of  assets  held  by  it  in  a  bona 
fide  fiduciary  capacity  and  incident  to  a  bank’s  traditional  trust  de¬ 
partment  activities ;  it  would  not  exempt  interests  or  participations  in 
bank  funds  maintained  as  vehicles  for  direct  investment  by  individual 
members  of  the  public. 

The  amendment  would  also  exempt  from  the  registration  provisions 
of  the  act  interests  or  participations  in  collective  trust  funds  main¬ 
tained  by  banks  for  funding  certain  stock-bonus,  pension,  or  profit- 
sharing  plans  which  meet  the  requirements  for  qualification  under 
section  401(a)  of  the  Internal  Revenue  Code.  In  effect,  the  amendment 
would  exempt  interests  or  participations  in  connection  with  corporate 
pension  or  profit-sharing  plans  which  meet  the  requirements  for  quali¬ 
fication  under  section  401  (a)  of  the  code,  but  not  interests  or  partici¬ 
pations  in  connection  with  such  plans  (known  as  “H.R.  10  plans”) 
which  cover  employees,  some  or  all  of  whom  are  employees  within  the 
meaning  of  section  401(c)  (1)  of  the  code.  The  exemption  is  limited  to 
interests  or  participations  in  those  bank  collective  trust  funds  main¬ 
tained  for  the  funding  of  employees’  stock  bonus,  pension,  or  profit- 
sharing  plans  and  not  as  vehicles  for  direct  investment  by  individual 
members  of  the  public. 
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The  amendment  would  further  exempt  from  the  registration  provi¬ 
sions  of  the  act  interests  or  participations  in  separate  accounts  main¬ 
tained  by  insurance  companies  for  funding  certain  stock-bonus, 
pension,  or  profit-sharing  plans  which  meet  the  requirements  for 
qualification  under  section  401  of  the  code.  As  in  the  case  of  bank 
collective  trust  funds,  the  amendment,  in  effect,  would  exempt  interests 
of  participations  in  connection  with  corporate  plans  which  meet  the 
requirements  for  qualification  under  section  401  of  the  code,  but  not 
interests  or  participations  in  connection  with  such  plans  (known  as 
UH.R.  10  plans”)  which  cover  employees  within  the  meaning  of  sec¬ 
tion  401(c)  (1)  of  the  code  and  not  interests  or  participations  in  con¬ 
nection  with  plans  which  meet  the  requirements  for  qualification 
under  section  403  (b)  of  the  code. 

The  amendment  does  not  exempt  interests  or  participations  issued 
by  either  bank  collective  trust  funds  or  insurance  company  separate 
accounts  in  connection  with  “H.R.  10  plans,”  because  of  their  fairly 
complex  nature  as  an  equity  investment  and  because  of  the  likelihood 
that  they  could  be  sold  to  self-employed  persons,  unsophisticated  in 
the  securities  field.  However,  the  amendment  would  grant  the  Com¬ 
mission  authority,  by  rule,  regulation,  or  order,  to  exempt  such  in¬ 
terests  or  participations  to  the  extent  that  the  Commission  shall 
determine  this  to  be  necessary  or  appropriate  in  the  public  interest. 

Section  29,  Amending  the  Securities  Act  of  1933,  the  Securities  Exchange  Act 

of  1934,  and  the  Investment  Company  Act  of  1940 — Concerning  Certain  Life 

Insurance  Benefits  Issued  Prior  to  March  23, 1959 

Section  29  provides  that  the  registration  provisions  of  the  Securities 
Act  of  1933,  Securities  Exchange  Act  of  1934,  and  the  Investment 
Company  Act  of  1940  shall  not  apply,  except  for  definitional  purposes, 
to  any  interest  or  participation  in  any  contract,  certificate  or  policy 
providing  for  life  insurance  benefits  which  included  a  separate  ac¬ 
count  the  proceeds  of  which  were  shared  by  all  who  completed  the 
terms  of  the  contract  and  which  were  issued  prior  to  March  23,  1959, 
the  date  of  the  decision  in  SEC  v.  Variable  Annuity  Life  Insurance 
Company  of  America ,  359  U.S.  65.  These  exemptions  apply  if  (1)  the 
form  of  contract,  certificate,  or  policy  was  approved  by  the  insurance 
commissioner,  or  similar  official  or  agency,  of  a  State,  territory  or  the 
District  of  Columbia  and  (2)  if  under  such  contract,  certificate,  or 
policy  not  more  than  49  percent  of  the  gross  premiums  or  other  con¬ 
sideration  paid  were  to  be  allocated  to  a  separate  account  or  other  fund 
providing  for  the  sharing  of  income  or  gains  and  losses. 

PART  C.  PORTFOLIO  TRANSACTIONS 

Section  9(c),  Adding  New  Section  17(j) — Insider  Trading  in  Investment 

Company  Portfolio  Securities 

Section  9(c)  of  the  bill  would  add  a  new  subsection  (j)  to  amend 
section  IT  of  the  act  which  would  prohibit  insider  trading  in  securities 
held  or  to  be  acquired  by  a  registered  investment  company,  in  con¬ 
travention  of  such  rules  and  regulations  as  the  Commission  may  adopt 
to  definee  fraudulent,  deceptive,  and  manipulative  practices  and  to 
prescribe  means  reasonably  necessary  to  prevent  such  practices.  The 
section  also  would  provide  the  Commission  with  specific  authority 
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to  adopt  rules  with  respect  to  minimum  standards  for  codes  of  ethics 
governing  trading  by  insiders  of  investment  companies  and  with  the 
authority  to  prevent  such  practices. 

Section  11,  Adding  New  Section  19(b) — Distributions  of  Long-Term  Capital 

Gains 

Section  11  of  the  bill  would  amend  section  19  of  the  Investment 
Company  Act  by  adding  a  new  subsection  (b),  which  would  pro¬ 
hibit  registered  investment  companies  from  distributing  realized 
long-term  capital  gains  more  frequently  than  once  every  12  months 
except  as  the  Commission  may  permit  by  rule,  regulation,  or  order  in 
the  public  interest  and  for  the  protection  of  investors. 

PART  D.  FUND  HOLDING  COMPANIES 

Section  71,  Amending  Section  12(d)(1) — Preventing  the  Creation  and 
Enlargement  of  Fundholding  Companies 

Section  7  of  the  bill  would  amend  section  12(d)(1)  of  the  act  to 
limit  the  creation  and  operation  of  new  fundholding  companies  and 
the  further  enlargement  of  existing  companies  of  this  type. 

The  proposed  amendment  to  section  12(d)(1)  would  permit  invest¬ 
ment  company  securities  to  be  purchased  by  other  investment  com¬ 
panies  but  only  within  specified  limits  and  subject  to  the  detailed 
restrictions  spelled  out  in  the  section. 

Under  the  proposed  amendment  to  section  12(d)(1)  of  the  act, 
subparagraph  (A)  would  make  it  unlawful  for  a  registered  investment 
company  and  any  company  or  companies  controlled  by  such  registered 
investment  company  to  purchase  or  otherwise  acquire  securities 
issued  by  another  investment  company  if,  as  a  result  of  such  trans¬ 
action,  the  limitations  contained  in  that  subparagraph  would  be 
exceeded.  It  also  pl  aces  similar  limitations  on  acquisitions  of  securities 
of  registered  investment  companies  by  unregistered  companies. 

Subparagraph  (B)  would  make  it  unlawful  for  a  registered  open 
end  company,  its  principal  underwriter  or  any  broker-dealer  registered 
under  the  Securities  Exchange  Act  of  1934  to  sell  or  otherwise  dispose 
of  a  security  issued  by  a  registered  investment  company  to  any  other 
investment  company  if,  as  a  result  of  such  transaction  and  to  the 
knowledge  of  the  seller,  the  limitations  contained  in  that  subparagraph 
would  be  exceeded. 

Subparagraph  (C)  would  make  it  unlawful  for  an  investment  com¬ 
pany  to  purchase  or  otherwise  acquire  the  securities  of  a  registered 
closed-end  investment  company  if,  as  a  result  of  such  transaction,  the 
limitations  with  respect  to  ownership  of  voting  securities  contained 
in  that  subparagraph  would  be  exceeded.  The  stock  of  closed-end 
companies  is  usually  bought  and  sold  in  the  secondary  trading  markets 
rather  than  through  the  issuance  of  new  shares  as  in  the  case  of  open- 
end  companies.  Because  of  this  fact,  it  would  be  much  more  difficult 
for  a  buyer  or  a  seller  to  know  how  much  of  a  closed-end  company’s 
stock  was  owned  by  investment  companies  generally.  Therefore,  in 
this  case,  it  is  appropriate  to  have  the  prohibition  apply  to  the  buyer 
(rather  than  the  seller  as  in  the  case  of  open-end  companies)  and  to 
apply  the  10-percent  test  only  to  the  holdings  of  the  acquiring  com- 
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pany,  other  investment  companies  with  the  same  investment  adviser, 
and  companies  controlled  by  such  investment  companies. 

Subparagraph  (D)  would  retain  existing  exceptions  from  the  pro¬ 
hibitions  against  the  transfer  of  investment  company  interests  to  other 
investment  companies  for  securities  received  because  of  (a)  dividends ; 
(b)  exchange  offers  that  have  been  approved  by  the  Commission  under 
section  11  of  the  act;  and  (<?)  plans  of  reorganization.  None  of  these 
three  items  involve  a  new  commitment  by  an  investment  company.  The 
first  item,  the  exception  for  dividends,  covers  only  those  which  the 
issuer  declares  in  terms  of  stock  and  not  in  terms  of  money.  Dividends 
and  capital  gain  distributions  declared  in  terms  of  money,  which  the 
recipient  may  elect  to  apply  to  the  purchase  of  additional  shares,  are 
not  within  this  exception. 

Subparagraph  (E)  would  continue  the  present  exception  for  acqui¬ 
sitions  of  interests  in  investment  companies  by  unit  trusts.  This  excep¬ 
tion  covers  contractual  plan  companies  which  invest  in  a  specific  mu¬ 
tual  fund.  This  subparagraph  would  also  extend  the  exception  to  a 
security  purchased  by  an  investment  company,  the  depositor  of  or 
principal  underwriter  for  which  is  a  broker-dealer  registered  under 
the  Securities  Exchange  Act  of  1934  or  a  controlled  person  of  such  a 
broker-dealer  and  the  investment  portfolio  of  which  consists  only  of 
that  security.  In  the  case  of  a  purchase  or  acquisition  by  a  nonregis- 
tered  investment  company,  the  recommended  changes  also  would  condi¬ 
tion  the  availability  of  the  exemption  upon  the  existence  of  an 
agreement  with  the  registered  investment  company  or  its  principal 
underwriter  governing  (a)  the  voting  of  proxies  and  (b)  the  substitu¬ 
tion  of  other  securities  for  the  underlying  securities. 

Subparagraph  (F)  would  exempt  from  the  provisions  of  paragraph 
(1)  securities  purchased  or  otherwise  acquired  by  a  registered  invest¬ 
ment  company  where  immediately  after  the  purchase  or  acquisition 
the  registered  investment  company  and  all  of  its  affiliated  persons 
own  not  more  than  3  percent  of  the  total  outstanding  stock  of  the 
acquired  company  and  neither  the  acquiring  company  nor  its  principal 
underwriter  or  other  distributors  charge  a  sales  load  of  more  than  iy2 
percent.  In  order  to  provide  protection  for  open-end  companies  and 
their  shareholders  where  such  companies’  securities  are  acquired  within 
the  limitations  of  subparagraph  (F),  the  subparagraph  also  provides 
that  no  issuer  of  any  security  purchased  or  acquired  by  a  registered 
investment  company  under  the  subparagraph  shall  be  obligated  to 
redeem  such  securities  in  an  amount  exceeding  1  percent  of  the  issuer’s 
total  outstanding  securities  during  any  period  of  less  than  30  days. 
In  addition,  the  restrictions  on  voting  rights  prescribed  by  this  section 
would  be  applicable  to  the  acquiring  company. 

Subparagraph  (G)  specifies  that  for  the  purposes  of  paragraph  (1) 
of  the  section,  the  value  of  an  investment  company’s  total  assets  shall 
be  computed  as  of  the  time  of  purchase  or  acquisition  or  as  close 
thereto  as  is  reasonably  possible.  Under  the  act  as  presently  written, 
the  Commission  has  the  authority  to  institute  actions  in  the  proper 
U.S.  district  courts  to  seek  injunctions  against  violations  of  the  act 
and  to  enforce  compliance  with  its  provisions.  It  is  contemplated  that 
in  a  proper  case  the  court  would  direct  divestiture  of  securities 
acquired  in  a  transaction  which  violated  the  act.  Subparagraph  (H) 
specifies  that  (a)  the  Commission  may  join  as  a  party  to  an  enforce- 
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ment  action  under  this  section,  the  issuer  of  the  security  involved 
and  ( b )  a  court  may  issue  such  orders  with  respect  to  the  issuer  as  may 
be  necessary  or  appropriate  for  the  enforcement  of  the  statute.  For 
example,  if  the  court  issues  an  order  requiring  divestiture,  it  might 
order,  if  appropriate,  the  issuer  to  withhold  distribution  of  dividends 
and  capital  gains  with  respect  to  the  securities  acquired  in  the  un¬ 
lawful  transaction  pending  compliance  with  the  court’s  divestiture 
order.  The  amendment  would  not  require  any  investment  company  to 
divest  itself  of  any  existing  holding.  Only  in  the  case  of  an  illegal 
acquisition  resulting  in  new  holdings  or  additions  to  preexisting  hold¬ 
ings  would  the  court  have  the  power  to  direct  divestiture.  It  will  be 
able  to  do  so  under  the  proposed  amendment  in  a  flexible  fashion  that 
takes  into  account  the  varying  circumstances  of  particular  cases. 

Section  7  of  the  bill  would  also  make  technical  changes  in  sections 
12(d)(1)  and  12(d)  (2)  of  the  act  to  take  into  account  the  changed 
format  of  that  section. 

PART  E.  STRENGTHENING  INDEPENDENT  CHECKS  ON  INVESTMENT 

COMPANY  MANAGEMENT 

Sections  2(3),  5,  8(c),  8(d),  and  18,  Amending  Sections  2(a),  10,  15,  and  32(a) — 

Adding  the  Term  “Interested  Person” 

Section  2(3)  of  the  bill  would  add  a  new  section  2(a)  (19)  to  the 
Investment  Company  Act  defining  the  term  “interested  person”  to 
include  persons  who  have  close  family  or  substantial  financial  or 
professional  relationships  with  investment  companies,  their  investment 
advisers,  principal  underwriters,  officers,  and  employees. 

Proposed  section  2(3)  of  this  bill  adds  a  new  section  2(a)  (19)  to  the 
act  which  would  define  the  term  “interested  person.”  Other  sections  of 
the  bill  would  substitute  that  new  term  for  the  present  term  “affiliated 
person”  in  the  following  sections  of  the  act :  (1)  section  10,  relating  to 
the  composition  of  boards  of  directors  (amended  by  sec.  5  of  the  bill) ; 
(2)  section  15,  relating  to  the  approval  of  advisory  and  underwriting 
contracts  (amended  by  secs.  8(c)  and  8(d)  of  the  bill) ;  and  (3)  section 
32(a),  relating  to  the  selection  of  independent  public  accountants 
(amended  by  sec.  18  of  the  bill).  The  new  “interested  person”  concept 
will  not  widen  the  scope  of  sections  10(f)  and  17  of  the  act,  which 
prohibits  transactions  between  investment  companies,  on  the  one 
hand,  and  the  companies’  affiliated  persons  as  well  as  the  affiliated 
person  of  such  affiliated  persons  on  the  other,  absent  prior  Commis¬ 
sion  approval.  These  sections  remain  unchanged. 

Under  the  bill  the  new  term  “interested  person”  would  include 
affiliated  persons  of  an  investment  company,  its  investment  adviser 
and  principal  underwriter,  as  well  as  members  of  the  immediate  family 
of  such  affiliated  persons  and  persons  who  have  beneficial  interests  or 
legal  interests  as  fiduciaries  in  securities  issued  by  the  investment 
adviser,  principal  underwriter,  and  their  controlling  persons.  The 
term  would  also  include  any  broker-dealer  registered  under  the 
Securities  Exchange  Act  of  1934,  and  affiliated  persons  of  any  such 
broker-dealer.  In  addition,  the  definition  would  classify  as  an  inter¬ 
ested  person  legal  counsel  for  an  investment  company,  its  investment 
adviser  and  principal  underwriter  and  partners  and  employees  of  such 
legal  counsel. 
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Interested  person  would  also  include  persons  who  have  any  material 
business  or  professional  relationships  with  an  investment  company,  or 
another  investment  company  having  the  same  investment  adviser  or 
principal  underwriter,  controlling  persons  of  the  investment  adviser 
or  principal  underwriter,  or  the  principal  executive  officer  of  such 
investment  companies,  and  the  principal  executive  officer  of  the 
investment  adviser  or  principal  underwriter  of  an  investment 
company. 

Under  this  proposed  section,  a  person  vTould  be  deemed  an  interested 
person  because  of  a  business  or  professional  relationship  only  if  the 
Commission,  by  order,  determines  that  he  has,  at  any  time  during  the 
prior  2  fiscal  years,  had  a  material  business  or  professional  relationship 
with  persons  specified  in  the  statute.  Such  order  would  not  be  retro¬ 
active.  It  would  take  effect  60  days  after  the  entry  thereof  and  would 
not  affect  the  status  of  a  person  for  the  purpose  of  the  act  or  for  any 
other  purpose  for  any  period  prior  to  the  effective  date  of  the  order. 

The  Commission  could  issue  an  order  under  the  proposed  amend¬ 
ment  determining  that  a  director  of  an  investment  company  is  an 
interested  person  if  it  should  find  that  a  business  or  professional 
relationship  was  material  in  the  sense  that  it  might  tend  to  impair 
the  independence  of  such  director.  Ordinarily,  a  business  or  profes¬ 
sional  relationship  would  not  be  deemed  to  impair  independence  where 
the  benefits  flow  from  the  director  of  an  investment  company  to  the 
other  party  to  the  relationship.  In  such  instances  the  relationship  is 
not  likely  to  make  the  director  beholden  to  that  party.  For  example,  a 
director  ordinarily  wmuld  not  be  considered  to  have  a  material  business 
relationship  wTith  the  investment  adviser  simply  because  he  is  a 
brokerage  customer  who  is  not  accorded  special  treatment.  A  business 
relationship  arising  solely  from  the  fact  that  the  chief  executive  officer 
of  an  investment  adviser  to  an  investment  company  and  a  director  of 
that  investment  company  are  directors  of  another  company,  whether 
that  company  is  an  investment  company  managed  by  the  same 
investment  adviser  or  a  separate  industrial  corporation  ordinarily 
w  ould  not  be  deemed  material.  Similarly,  a  director  of  one  investment 
company  would  not  ordinarily  be  deemed  an  interested  person  of 
that  company  by  reason  of  being  a  director  of  another  investment 
company  with  the  same  adviser.  This  case-by-case  method  of  imple¬ 
menting  the  material  business  and  professional  relationship  test  would 
eliminate  any  danger  of  inadvertent  violations  of  the  requirements 
of  the  act  and  adequately  implement  your  committee’s  basic  intent  in 
proposing  this  section. 

Finally,  the  section  provides  that  no  person  is  to  be  deemed  to  be 
an  interested  person  of  an  investment  company  solely  by  reason  of 
his  being  a  member  of  its  board  of  directors,  advisory  board,  an  owner 
of  its  securities  or  a  member  of  the  immediate  family  of  such  a  person. 

PART  F.  ADMINISTRATIVE  AND  OTHER  PROCEEDINGS 

Section  4,  Amending  Section  9 — Providing  for  Administrative  Action  Agains 

Certain  Persons  Serving  Investment  Companies 

Section  4(b)  of  the  bill  would  add  a  new  subsection  (b)  to  section  9 
of  the  act  to  empower  the  Commission,  after  notice  and  opportunity 
for  hearing,  to  bar  an  individual,  either  permanently  or  for  such  time 
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as  may  be  appropriate,  from  serving  an  investment  company  in  the 
capacities  now  enumerated  in  section  9  or  as  an  employee  of  an  invest¬ 
ment  company  or  as  an  affiliated  person  of  its  investment  adviser, 
depositor,  or  principal  underwriter.  The  Commission  could  take  such 
action  only  if  it  found  (1)  that  the  individual  in  question  had  willfully 
violated,  or  had  willfully  participated  in  a  violation  of  any  provision 
of  the  'Securities  Act,  the  Securities  Exchange  Act,  the  Investment 
Company  Act  or  the  Investment  Advisers  Act  or  any  rule  or  regulation 
under  those  statutes ;  and  (  2)  that  the  action  was  in  the  public  interest. 

The  proposed  amendment  would  supplement  the  existing  provisions 
of  section  9.  It  would  provide  grounds  and  procedures  for  disqualifica¬ 
tion  from  affiliation  with  an  investment  company  of  persons  willfully 
violating  the  Federal  securities  laws. 

Under  the  proposed  amendment  if  the  Commission  finds  that  an 
investment  adviser  or  broker  dealer  or  an  associated  person  thereof 
has  violated  the  antifraud  or  other  provisions  of  the  Investment  Ad¬ 
visers  Act  or  the  Exchange  Act  and  has  barred  or  suspended  him 
from  serving  as  an  investment  adviser  or  broker-dealer  or  from  asso¬ 
ciation  with  a  broker-dealer,  it  can  also  prevent  him  from  being 
associated  with  an  investment  company,  its  adviser  or  its  principal 
underwriter. 

Like  the  provisions  of  section  15(b)  of  the  Securities  Exchange  Act 
and  section  203(d)  of  the  Investment  Advisers  Act,  the  proposed 
amendment  would  provide  for  an  administrative  proceeding  to  deter¬ 
mine  whether  persons  have  engaged  in  willful  misconduct  and  whether 
the  public  interest  requires  that  such  persons  be  barred  from  serving 
an  investment  company. 

The  proposed  amendment  will  correct  another  deficiency  of  section 
9  which  bars  a  person  convicted  of  certain  crimes  or  enjoined  on  the 
basis  of  misconduct  specified  in  that  section  from  serving  as  an  officer, 
director,  or  investment  adviser  of  an  investment  company,  but  permits 
such  a  person  to  be  an  employee  of  an  investment  company. 

Further,  under  the  proposed  amendment,  in  appropriate  cases,  the 
Commission  could  proceed  against  an  individual  affiliated  with  a 
company’s  investment  adviser,  principal  underwriter,  depositor,  or 
sponsor  without  naming  or  joining  the  individual’s  employer  as  a 
party  in  such  proceeding.  Moreover,  the  Commission  could,  where 
appropriate,  institute  private  proceedings  which  would  not  be  made 
public  unless  and  until  the  parties  so  request  or  adverse  findings  are 
made  against  the  individual  or  company  involved. 

Section  20,  Amending  Section  36(a) — Enjoining  Breach  of  Fiduciary  Duty 

Involving  Personal  Misconduct 

Section  36  of  the  act  presently  authorizes  the  Commission  to 
bring  an  action  in  the  U.S.  district  courts  to  enjoin  persons  from 
acting  in  relation  to  an  investment  company  if  such  a  person  has  been 
guilty  of  gross  misconduct  or  gross  abuse  of  trust. 

The  highly  punitive  overtones  of  the  existing  section,  together  with 
the  injunctive  penalty,  seriously  impairs  the  ability  of  the  courts  to 
deal  flexibly  and  adequately  with  wrongdoing  by  certain  affiliated 
persons  of  investment  companies.  Therefore,  this  proposed  section 
would  authorize  actions  to  enjoin  breaches  of  fiduciary  duty  involving 
personal  misconduct.  It  also  empowers  the  courts  to  grant  such  relief 
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as  it  finds  necessary  or  appropriate.  The  amended  section  will  enable 
the  Commission  to  move  against  officers,  directors  and  advisory  board 
members  of  an  investment  company  and  its  investment  advisers  or 
principal  underwriters  if  they  engage  or  are  about  to  engage  in 
conduct  which  violates  prevailing  standards  of  fiduciary  duty  involv¬ 
ing  personal  misconduct. 

This  section  is  intended  to  deal  only  with  such  violations  com¬ 
mitted  by  individuals.  It  is  not  intended  to  provide  a  basis  for  the 
Commission  to  undertake  a  general  revision  of  the  practices  or  struc¬ 
tures  of  the  investment  company  industry.  In  appropriate  cases,  non¬ 
feasance  of  duty  or  abdication  of  responsibility  would  constitute  a 
breach  of  fiduciary  duty  involving  personal  misconduct. 

Section  36  (b)  deals  with  breach  of  fiduciary  duty  involving  manage¬ 
ment  compensation  and  is  explained  under  part  A  hereof. 

PART  G.  COVERAGE 

Section  3(a),  Amending  Section  3(b)(2) — Requirement  of  Good  Faith 

Under  section  3(b)  (2)  of  the  act  any  issuer,  other  than  a  registered 
investment  company,  may  file  an  application  for  an  order  of  the 
Commission  declaring  it  to  be  exempt  from  regulation  under  the  act 
in  accordance  with  the  standards  of  that  section.  The  filing  of  such 
application  provides  an  automatic  60-day  exemption  from  all  provi¬ 
sions  of  the  act;  during  this  60-day  period,  an  applicant  may  engage 
in  activities  prohibited  under  the  act  even  though  the  Commission 
may  ultimately  deny  the  application. 

Section  3  (a)  of  the  bill  would  amend  section  3  (b)  (2)  to  specify  that 
this  automatic  60-day  exemption  is  available  only  if  the  application 
is  filed  in  “good  faith.” 

While  a  requirement  of  “good  faith”  is  implicit  in  the  statute,  the 
existing  statutory  language  does  not  so  provide.  By  making  the  re¬ 
quirement  an  explicit  one,  companies  would  be  placed  on  notice  that 
an  automatic  exemption  cannot  be  obtained  by  the  filing  of  a  frivolous 
application  not  presenting  a  colorable  claim  to  the  exemption  from 
regulation  provided  for  by  section  3  (b)  (2) . 

Section  3(b)(2),  Amending  Section  3(c)(8) — Deletion  of  Exclusion  for  Company 

90  Percent  or  More  of  Whose  Securities  Are  Those  of  Certain  Single  Issuers 

Section  3(c)  (8)  excludes  from  the  statutory  definition  of  an  invest¬ 
ment  company  a  company  90  percent  or  more  of  the  value  of  whose 
investment  securities  are  those  of  any  single  bank,  insurance  company, 
or  other  financial  institutions  of  the  types  enumerated  in  sections 
3(c),  (5),  (6),  and  (7)  of  the  act.  Section  3(b)  (3)  of  the  bill  would 
delete  this  paragraph  from  the  act. 

The  availability  of  the  section  3(c)(8)  exemption  to  companies 
which  hold,  solely  as  an  investment,  securities  of  certain  types  of 
financial  institutions  appears  to  be  wholly  inconsistent  with  the 
statutory  policy  of  the  coverage  of  the  act  and  should  be  removed. 
Its  deletion  from  the  act  will  not  affect  existing  exclusions  for  com¬ 
panies  which  control  or  manage  the  enterprises  whose  securities  they 
hold. 
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Section  3(b)(3),  Amending  Section  3(c)(6) — Modification  of  Exclusion  for 

Companies  Engaged  in  Factoring,  Discounting,  and  Real  Estate  Businesses 

Under  the  existing  provisions  of  section  3(c)  (6)  companies  engaged 
primarily  in  factoring,  discounting,  and  real  estate  are  excluded  from 
the  definition  of  an  investment  company  unless  they  are  engaged  in 
the  business  of  issuing  face-amount  certificates  of  the  installment  type 
or  periodic  payment  plan  certificates. 

Section  3(b)(3)  of  the  bill  would  amend  section  3(c)  (6)  of  the  act 
to  provide  that,  in  addition  to  existing  limitations,  the  exclusion  from 
the  definition  of  an  investment  company  provided  by  that  section 
would  be  unavailable  to  any  such  company  issuing  a  security  redeem¬ 
able  at  the  election  of  the  holder. 

Although  the  companies  enumerated  in  section  3(c)  (6)  have  port¬ 
folios  of  securities  in  the  form  of  notes,  commercial  paper,  or  mortgages 
and  other  liens  on  and  interests  in  real  estate,  they  are  excluded  from 
the  act’s  coverage  because  they  do  not.  come  within  the  generally 
understood  concept  of  a  conventional  investment  company  investing 
in  stocks  and  bonds  of  corporate  issuers.  The  proposed  amendment 
would  have  the  effect  of  extending  the  regulatory  provisions  of  the  act 
to  certain  of  these  companies  which  in  recent  years  have  attempted 
to  capitalize  on  the  popularity  of  open  end  companies  by  issuing 
redeemable  securities. 

Section  3(b)(4),  Amending  Section  3(c)  (10) — Clarification  of  Exemption  for 

Holding  Company  Registered  Under  Public  Utility  Holding  Company  Act 

of  1935 

Section  3(c)  (10)  now  excludes  from  the  coverage  of  the  act  any 
company  uwitli  a  registration  statement  in  effect  as  a  holding  com¬ 
pany  under  the  Public  Utility  Holding  Company  Act  of  1935.”  Section 
3(b)  (4)  of  the  bill  would  amend  section  3(c)  (10)  of  the  act  to  make 
the  exclusion  provided  by  that  section  available  to  companies  “subject 
to  regulation  under  the  Public  Utility  Holding  Company  Act  of  1935.” 

Section  3(b)(5),  Amending  Section  3(c) (11) — Modification  of  Exclusion  for 
Companies  Holding  Oil,  Gas,  or  Other  Mineral  Royalties 

Section  3(c)  (11)  of  the  act  excludes  from  the  definition  of  invest¬ 
ment  company  any  company  substantially  all  of  whose  business  is 
holding  oil,  gas,  or  other  mineral  royalties  or  leases.  Section  3(b)  (5) 
of  the  bill  would  amend  section  3(c)  (11)  to  delete  the  exclusion  for 
companies  described  in  that  section  when  they  issue  redeemable  secu¬ 
rities,  periodic  payment  plan  certificates,  or  face-amount  certificates 
of  the  installment  type.  The  proposed  amendment  is  similar  in  pur¬ 
pose  to  the  proposed  amendment  to  section  3(c)  (6). 

Section  10,  Amending  Section  18(f)(2) — Modification  of  Definition  of  Senior 

Security 

Section  18(f)  of  the  act  makes  it  unlawful  for  any  registered  open 
end  investment  company  to  issue  or  sell  any  senior  security.  The 
term  “senior  security”  does  not,  under  section  18(f)(2),  include  shares 
of  a  particular  “series”  the  holders  of  which  are  preferred  over  the 
holders  of  all  other  series  in  respect  of  assets  specifically  allocated  to 
that  series. 


62 


Section  10  of  the  bill  would  amend  section  18  (f)  (2)  to  give  the  Com¬ 
mission  specific  power  by  rule,  regulation,  or  order  to  require  that  any 
matter  affecting  shareholders  of  any  series  of  shares  issued  by  such 
companies,  including  the  election  of  directors,  be  voted  upon  sepa¬ 
rately  by  such  series. 

Although  it  is  contemplated  that  any  such  rule  may  provide  that 
approval  of  stockholders  holding  a  certain  percentage  of  stock  is  neces¬ 
sary  for  the  election  of  directors,  it  is  not  intended  that  the  authority 
granted  by  this  amendment  would  be  used  to  require  that  a  company 
set  up  groups  of  individuals  for  each  series  with  functions  similar  to 
those  of  the  company’s  overall  board  of  directors.  Similarly,  it  is  not 
intended  that  any  rule  would  relieve  the  company  of  any  requirements 
with  respect  to  voting  that  may  be  applicable  under  State  law.  A 
majority  of  the  outstanding  voting  securities  of  a  class  or  series  would 
be  computed  in  the  manner  set  forth  in  section  2(a)  (40)  of  the  act. 

PART  H.  MANAGEMENT-SHAREHOLDER  RELATIONSHIPS 

Sections  8(c)  and  18,  Amending  Sections  15(c)  and  32(a) — Attendance  at 

Directors’  Meetings 

Sections  15(a),  15(b),  15(c),  and  32(a)  of  the  act  provide  for  (a) 
renewal  of  advisory  contracts;  (5)  approval  and  renewal  of  under¬ 
writing  contracts;  and  (c)  the  selection  of  independent  auditors  by 
the  board  of  directors  of  an  investment  company,  including  a  majority 
of  the  unaffiliated  directors.  These  sections  do  not  require  the  at¬ 
tendance  in  person  of  the  members  of  the  board  of  directors  at  meetings 
where  required  action  is  taken,  even  though  their  vote  is  necessary  to 
meet  the  statutory  requirements. 

Sections  8(c)  and  18  of  the  bill  would  amend  sections  15(c)  and 
32(a)  of  the  act  to  provide  that  the  voting  requirements  of  sections 
15  and  32  can  be  satisfied  only  by  directors  who  are  personally  present 
at  a  meeting  at  which  their  votes  are  taken.  The  proposed  amendment 
is  intended  to  assure  informed  voting  on  matters  which  require  action 
by  the  board  of  directors  of  registered  investment  companies. 

Sections  8(a)  and  8(b),  Amending  Sections  15(a)(4)  and  15(b)(2) — Assignment 

of  Advisory  and  Underwriting  Contracts 

Section  15(a)  (4)  of  the  act  requires  that  an  investment  advisory 
contract  provide  for  automatic  termination  upon  its  “assignment  by 
the  investment  adviser.”  Similarly,  section  15(b)(2)  requires  that 
underwriting  contracts  provide  for  automatic  termination  upon  their 
“assignment  by  such  underwriter.” 

Section  8(a)  of  the  bill  would  amend  section  15(a)  (4)  of  the  act 
to  delete  the  words  “by  the  investment  adviser”  and  section  8(b)  of 
the  bill  would  amend  section  15(b)  (2)  to  delete  the  words  “by  such 
underwriter.” 

Section  2(a)  (4)  defines  the  term  “assignment,”  among  other  things 
as  occurring  when  some  action  is  taken  by  persons  other  than  the 
investment  adviser  or  underwriter.  Thus,  under  the  definition,  assign¬ 
ment  includes  any  direct  or  indirect  transfer  of  a  controlling  block  of 
outstanding  voting  securities  by  a  security  holder  of  the  adviser  or 
underwriter.  Section  15,  however,  introduces  an  ambiguity  into  the 
act  because  it,  refers  only  to  an  “assignment”  by  the  adviser  or  under- 
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writer  itself  and  not  by  a  person  holding  a  controlling  block  of  stock 
of  the  adviser  or  underwriter.  The  proposed  amendment  will  remove 
this  possible  ambiguity  without  making  a  substantive  change  in  the 
existing  law. 

Section  9(a),  Amending  Section  17(f) — Cash  Assets  Included  Under  Bank 

Custody 

Under  section  17(f),  an  investment  company  of  the  management 
type  must  place  “its  securities  and  similar  investments”  in  the  custody 
of  (1)  a  bank,  (2)  a  stock  exchange  firm  subject  to  rules  prescribed  by 
the  Commission  or  (3)  itself,  subject  to  rules  or  orders  prescribed  by 
the  Commission.  If  a  company  chooses  to  retain  the  custody  of  its 
securities,  it  must  deposit  them  with  certain  specified  institutions  for 
safekeeping,  subject  to  certain  rules  as  to  access,  earmarking,  and 
inspection. 

Section  9(a)  of  the  bill  would  amend  section  17(f)  of  the  act  to 
provide  that  if  an  investment  company  employs  a  bank  as  custodian 
for  “securities  and  similar  investments,”  then  all  of  its  cash  assets, 
including  proceeds  from  the  sale  of  its  own  securities  and  income  on 
its  holdings  shall  likewise  be  held  by  a  bank,  subject  to  appropriate 
direction  as  to  expenditure  and  disposition  by  proper  company  officials. 

The  proposed  amendment  would  not  require  an  investment  company 
to  employ  a  bank  as  custodian.  If,  however,  a  company  chooses  to  use 
a  bank  as  custodian,  its  shareholders  would  appear  entitled  to  expect 
that  the  cash  held  by  the  company  would  be  afforded  a  degree  of  protec¬ 
tion  similar  to  that  given  to  securities.  The  proposed  amendment  would 
permit  maintenance  of  a  checking  account  or  accounts  in  one  or  more 
banks  in  amounts  not  to  exceed  the  amount  of  the  fidelity  bond  cover¬ 
ing  persons  authorized  to  draw  on  the  accounts,  as  required  under 
section  17(g)  of  the  act.  It  also  provides  that  more  than  one  bank  may 
act  as  custodian.  The  Commission  would  have  authority  to  allow 
specified  amounts  of  petty  cash  to  be  held  apart  from  bank  custody. 

In  view  of  the  amendments  in  sections  5(d)  and  12(d)  of  the  bill 
which  would  facilitate  the  entry  into  the  mutual  fund  business  of 
collective  funds  maintained  by  banks  subject  to  appropriate  restric¬ 
tions,  section  9(a)  of  the  bill  would  also  amend  clause  (1)  of  section 
17(f)  of  the  act  to  make  it  clear  that  a  registered  investment  company 
which  is  a  collective  fund  maintained  by  a  bank  could  keep  its  securi¬ 
ties  and  similar  investments  in  the  custody  of  the  sponsoring  bank. 

Section  14,  Amending  Section  25(c) — Reorganization  Standards 

Section  25(c)  of  the  act  now  authorizes  any  district  court  of  the 
United  States,  upon  proceedings,  instituted  by  the  Commission,  to 
enjoin  the  consummation  of  any  plan  of  reorganization  of  a  registered 
investment  company  only  “if  such  court  shall  determine  any  such  plan 
to  be  grossly  unfair  or  to  constitute  gross  misconduct  or  gross  abuse 
of  trust  on  the  part  of  the  officers,  directors,  or  investment  advisers  of 
such  registered  company  or  other  sponsors  of  such  plan.” 

Section  14  would  amend  section  25(c)  of  the  act  to  provide  that  a 
court  may,  upon  proceedings  instituted  by  the  Commission,  enjoin 
the  consummation  of  any  plan  of  reorganization  of  a  registered  invest¬ 
ment  company  which  the  court  finds  not  “fair  and  equitable”  to  all 
persons  affected. 
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The  proposed  amendment  would  eliminate  a  standard  which  unduly 
restricts  courts  from  passing  upon  plans  of  reorganization  of  registered 
investment  companies.  It  would  replace  this  standard  with  the  “fair 
and  equitable”  standard  which  has  had  a  long  history  of  judicial 
interpretation  in  equity  receiverships  and  reorganizations  under  sec¬ 
tion  T7B  and  chapter  X  of  the  Bankruptcy  Act  and  section  11(e)  of 
the  Public  Utility  Holding  Company  Act. 

Section  15(a),  Amending  Section  26 — Substitution  of  Underlying  Investments  of 

Unit  Investment  Trust 

Section  26(a)(4)(B)  of  the  act  now  requires  that  the  trust  instru¬ 
ment  of  a  unit  investment  trust  provide  that  the  sponsor  or  trustee 
will  notify  the  shareholders  of  the  unit  investment  trust  within  5  days 
after  a  substitution  of  the  underlying  securities. 

Section  15(a)  of  the  bill  would  add  a  new  subsection  (b)  to  section 
26  of  the  act  to  make  it  unlawful  for  any  depositor  or  trustee  of  a  regis¬ 
tered  unit  investment  trust  holding  the  security  of  a  single  issuer  to 
substitute  underlying  securities  without  Commission  approval. 

Section  19,  Amending  Section  33 — Transmission  to  the  Commission  of  Papers 

Filed  in  Shareholder  Actions 

Section  33  of  the  act  now  requires  registered  investment  companies 
and  their  affiliated  persons  who  are  defendants  in  derivative  suits 
involving  “an  alleged  breach  of  official  duty”  to  transmit  to  the 
Commission  copies  of  the  pleadings  and  the  record  in  such  actions 
after  a  verdict  or  final  judgment  on  the  merits  has  been  rendered  or  a 
settlement  or  compromise  of  the  action  has  been  approved  by  a  court 
of  competent  jurisdiction. 

Section  19  of  the  bill  would  amend  section  33  of  the  act  to  require 
prompt  filing  with  the  Commission  of  copies  of  all  pleadings,  settle¬ 
ments,  discontinuances,  or  judgments  served  or  filed  in  suits  by  a 
registered  investment  company  or  a  security  holder  thereof  against 
an  officer,  director,  investment  adviser,  trustee,  or  depositor  of  such 
company.  In  addition,  the  section  would  require  that  copies  of  motions 
and  other  documents  be  filed  with  the  Commission  if  it  requests  them. 

The  proposed  amendment  would  permit  the  Commission  to  be  kept 
informed  of  the  progress  of  the  litigation  from  its  outset  at  the  trial 
court,  and  would  make  it  possible  for  the  Commission  to  promptly  take 
such  action  as  may  be  appropriate. 

It  is  contemplated  that  the  proposed  amendment  would  be  admin¬ 
istered  to  eliminate,  insofar  as  possible,  duplicative  filings  in  cases 
involving  multiple  defendants. 

PART  I.  FORMAL 

Section  2(a),  Amending  Section  2(a)(5) — Change  in  Reference  to  Another 

Statute  Which  Has  Been  Amended 

Section  2(a)  of  the  bill  would  substitute  in  section  2(a)  (5)  of  the 
act  the  words  “under  the  authority  of  the  Comptroller  of  the  Cur¬ 
rency”  for  the  words  “section  11  (k)  of  the  Federal  Reserve  Act,  as 
amended.”  Section  11  (k)  of  the  Federal  Reserve  Act  has  been  repealed, 
and  as  a  result  certain  authority  over  banks  formerly  exercised  by 
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the  Federal  Reserve  Board  is  now  exercised  by  the  Comptroller  of  the 
Currency. 

Sections  3(b)(1)  and  3(b)(2),  Amending  Section  3(c) — Deletion  of  Superfluous 

Reference  and  Renumbering 

Section  3(b)  (1)  of  the  bill  would  amend  section  3(c)  of  the  act  by 
deleting  reference  to  subsection  3(b)  of  the  act.  Section  3(c)  excludes 
certain  categories  of  companies  from  the  definition  of  an  investment 
company  which  is  found  in  subsection  (a)  of  section  3.  Since  only 
subsection  (a)  defines  an  investment  company  and  subsection  (b) 
merely  contains  exceptions  from  that  definition,  the  reference  to  sub¬ 
section  (b)  in  subsection  (c)  is  meaningless. 

In  addition  to  deleting  section  3(c)(8)  (see  pt.  G:  “Coverage”), 
section  3(b)  (2)  would  also  renumber  paragraphs  (5)  through  (7)  and 
(9)  through  (15)  of  subsection  3(c)  to  reflect  the  deletion  of  para¬ 
graph  (4)  thereof  by  Public  Law  89-418,  89th  Congress,  second  session 
(1966). 

Section  5(c),  Amending  Section  10(c) — Correcting  Inconsistency  in  Prohibiting 
Persons  From  Serving  as  Directors  of  Investment  Company 

Section  10(c)  of  the  act  prohibits  a  registered  investment  company 
from  having  a  majority  of  its  board  of  directors  consist  of  officers  or 
directors  of  any  one  bank.  Section  5(c)  of  the  bill  would  add  the  word 
“employee”  to  the  first  clause  of  section  10(c).  The  second  clause  of 
section  10(c)  provides  a  limited  exception  from  the  prohibition  for  any 
registered  investment  company  which  on  March  14,  1940,  had  as  a 
majority  of  its  board  of  directors,  the  officers,  directors,  or  employees 
of  any  one  bank.  While  the  first  clause  does  not  include  employees,  the 
second  clause  does  include  them.  The  proposed  amendment  would 
correct  this  apparent  inconsistency. 

Sections  8(c)  and  8(d),  Amending  Sections  15(c)  and  15(d) — Elimination  of 

Outdated  Reference  and  Section 

In  addition  to  the  substantive  changes  described  under  the  heading 
“Management — Shareholder  Relationships.” 

Section  8(c)  of  the  bill  would  delete  the  words  “except  a  written 
agreement  which  was  in  effect  prior  to  March  15,  1940,”  in  section 
15(c)  of  the  act.  Section  8(d)  of  the  bill  would  delete  section  15(d) 
from  the  act.  (See  “Costs  of  Mutual  Fund  Investments”  for  explana¬ 
tion  of  new  section  15(d).)  That  section  prohibits  any  person  after 
March  15,  1945,  from  acting  as  investment  adviser  to,  or  principal 
underwriter  for,  any  registered  investment  company  pursuant  to  a 
written  contract  in  effect  prior  to  March  15,1940,  unless  such  contract 
was  renewed  prior  to  March  15, 1945,  in  such  form  as  to  make  it  comply 
with  section  15(a)  or  15(b).  The  1940-45  period  mentioned  in  sections 
15(c)  and  15(d)  passed  long  ago,  and  references  to  it-  are  meaningless 
today.  There  are  no  persons  who  are  or  will  hereafter  be  affected  by 
section  15(d)  or  the  above  clause  of  section  15(c). 

Section  12(d),  Amending  Section  24(d) — Deletion  of  Language  Required  by 

Proposed  Amendments 

Section  12(d)  of  the  bill  would  amend  section  22(d)  of  the  act  to 
conform  that  section  to  the  proposed  amendment  to  section  11(b)  of 
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the  act  by  deleting  reference  to  clause  (2)  of  section  11(b)  in  section 
22(d)  of  the  act.  Section  22(d)  of  the  act  provides,  in  relevant  part, 
that  it  shall  not  prevent  a  sale  made  “pursuant  to  an  offer  of  exchange 
permitted  by  section  11  hereof  including  any  offer  made  pursuant  to 
clause  (1)  or  (2)  of  section  'll(b).”  Section  6  of  the  bill  would  delete 
clause  (2)  of  section  11(b)  from  the  act. 

Section  13,  Amending  Section  24(d) — Updating  of  a  Statutory  Reference 

Section  13  of  the  bill  would  amend  section  24(d)  to  refer  to  section 
4(3)  of  the  Securities  Act  of  1933.  Among  other  things,  section  24(d) 
of  the  act  states  that  the  exemption  provided  by  clause  3  of  section 
4(1)  of  the  Securities  Act  of  1933  shall  not  be  applicable  to  face 
amount  certificates  companies,  open-end  management  companies,  or 
unit  investment  trusts. 

Sections  21  and  22,  Amending  Sections  43(a)  and  44 — Updating  Statutory 

References 

Sections  21  and  22  of  the  bill  amend  sections  43(a)  and  44,  respec¬ 
tively,  to  conform  references  to  the  Judicial  Code  with  the  present 
designation  of  the  sections  involved.  Section  43(a)  of  the  act  provides 
for  court  review  of  Commission  orders.  It  refers  to  sections  239  and 
240  of  the  Judicial  Code  which  have  been  redesignated  section  1254 
of  title  28  of  the  United  States  Code,  as  amended.  Similarly,  section 
44  of  the  act,  which  gives  the  district  courts  of  the  United  States  juris¬ 
diction  of  violations  of  the  act  or  rules  and  regulations  thereunder, 
refers  to  sections  128  and  240  of  the  Judicial  Code,  as  amended,  which 
have  been  redesignated  as  sections  1254  and  1291-1294  of  title  28  of 
the  United  States  Code. 

PART  J.  AMENDMENTS  TO  THE  INVESTMENT  ADVISERS  ACT  OF  1940 

Sections  24,  25,  and  26,  Amending  Sections  203  and  205  and  Adding  New  Section 

206a — Exemptions  from  Provisions  of  the  Act 

Amending  section  203 — Removal  of  exemptions  for  investment  advis¬ 
ers  to  investment  companies 

Section  25(a)  of  the  bill  would  amend  paragraphs  (2)  and  (3)  of 
section  203(b)  of  the  Investment  Advisers  Act  to  make  inapplicable 
to  investment  advisers  to  investment  companies  the  exemptions  from 
registration  under  the  Advisers  Act  now  available  to  most  of  them. 
Section  203(b)  (2)  of  the  Advisers  Act  now  exempts  any  investment 
advisor  whose  only  clients  are  investment  companies  from  the  registra¬ 
tion  requirements  of  that  statute,  while  section  203(b)  (3)  of  that  act 
provides  a  similar  exemption  for  any  investment  adviser  who  during 
the  course  of  the  preceding  12  months  has  had  fewer  than  15  clients  and 
who  does  not  hold  himself  out  generally  to  the  public  as  an  investment 
adviser.  Some  mutual  fund  advisers  are  registered  under  the  Advisers 
Act,  but  most  of  them,  particularly  those  that  serve  the  large  funds  and 
fund  complexes,  fall  within  these  two  exemptions  from  registration. 

Amending  section  205 — Removal,  of  exemption  for  advisory  contracts 
with  investment  companies 

Section  25  of  the  bill  would  amend  section  205  of  the  Investment 
Advisers  Act  to  delete  the  exemption  for  advisory  contracts  with 
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investment  companies  from  the  prohibition  against  contracts  that 
provide  for  compensation  to  the  investment  adviser  on  the  basis  of 
a  share  of  capital  gains  upon  or  capital  appreciation  of  the  funds  or 
any  portion  of  the  funds  of  the  client. 

This  proposed  extension  of  section  205(1)  to  investment  company 
advisory  contracts  would  prohibit  a  contract  which  provides  that  any 
part  of  the  adviser’s  fee  shall  be  a  specified  amount  of  the  company’s 
capital  appreciation.  The  section  also  provides  for  an  exemption  from 
this  restriction  for  an  advisory  contract  with  an  investment  company 
which  provides  for  proportionate  increases  and  decreases  in  compen¬ 
sation  on  the  basis  of  the  investment  performance  of  the  company 
as  measured  against  an  appropriate  index  of  securities  prices  or  such 
other  measure  of  investment  performance  as  the  Commission  may 
specify.  For  purposes  of  this  section,  an  index  of  securities  prices 
w’ould  be  deemed  appropriate  unless  the  Commission  determines  other¬ 
wise  by  order  after  notice  and  opportunity  for  hearing. 

Section  205(1)  of  the  Advisers  Act  forbids  only  those  sharing 
arrangements  which  involve  a  sharing  of  capital  appreciation.  The 
proposed  amendment  will  not  invalidate  contracts  under  which  the 
adviser’s  fee  consists  of  a  percentage  of  the  investment  company’s 
ordinary  investment  income,  provided  that  the  adviser’s  compensation 
does  not  breach  the  fiduciary  duty  imposed  by  proposed  section  20  of 
this  bill. 

Proposed  section  206 A — Commission  exemptive  authority 

Section  26  of  the  bill  would  add  a  new7  section  206A  to  the  Invest¬ 
ment  Advisers  Act.  It  would  empower  the  Commission  by  rule,  regu¬ 
lation,  or  order  to  exempt  conditionally  or  unconditionally  any  person 
or  transaction  from  any  or  all  provisions  of  the  act  if  and  to  the 
extent  such  action  is  necessary  or  appropriate  in  the  public  interest 
and  consistent  wTith  the  purposes  fairly  intended  by  the  polic}T  and 
provisions  of  the  Act. 

The  proposed  amendment  would  be  the  counterpart  of  section  6(c) 
of  the  Investment  Company  Act,  which  gives  the  Commission  broad 
power  to  exempt  any  person,  transaction,  or  security  from  any  pro¬ 
vision  of  that  statute.  The  flexibility  which  this  amendment  w  ould 
introduce  into  the  administration  of  the  Advisers  Act  is  appropriate 
in  view  of  the  broader  coverage  provided  for  by  this  bill.  Under  pro¬ 
posed  section  206A,  the  Commission  w7ould  in  appropriate  cases  be 
able  to  exempt  persons  from  the  registration  requirements  of  proposed 
section  203  and  from  the  ban  on  performance-based  advisory  com¬ 
pensation  in  proposed  section  205  (1)  of  the  Advisers  Act  if  and  to  the 
extent  such  action  is  appropriate  in  the  public  interest  and  consistent 
with  the  protection  of  investors  and  the  policy  of  the  act. 

Sections  23  and  24,  Amending  the  Act  by  Strengthening  Disciplinary  Controls 

Over  Investment  Advisers 

Amending  section  202(a) — Definition  of  person  associated  with  in¬ 
vestment  adviser;  amending  section  203(f) — Administrative  ac¬ 
tion  against  such  associated,  persons;  and  amending  section 
203 (e) — Disciplinary  proceedings 

Section  23  of  the  bill  would  amend  section  202(a)  of  the  Investment 
Advisers  Act  to  add  a  new  pargraph  (17)  thereto,  which  would  define 
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the  term  “person  associated  with  an  investment  adviser.”  (Pars.  (17) 
through  (20)  of  existing  sec.  202(a)  would  be  redesignated  para¬ 
graphs  (18)  through  (21),  respectively.) 

This  amendment  would  be  a  counterpart  to  section  3(a)  (18)  of  the 
Securities  Exchange  Act  and  would  add  a  purely  definitional  section 
to  the  classes  of  persons  now  referred  to  in  clause  (F)  of  existing  sec¬ 
tion  203(c)  (1)  and  paragraphs  (2)  and  (3)  of  existing  section  203  (d) 
of  the  Advisers  Act.  In  addition,  the  new  term  would  be  used  in  pro¬ 
posed  section  203(f)  of  the  Advisers  Act  (see  sec.  25(c)  of  the  bill), 
which  would  give  the  Commission,  after  making  the  required  findings, 
authority  to  bar  or  suspend  individuals  from  associating  with  an  in¬ 
vestment  adviser.  This  express  reference  to  employee  would  make 
no  change  in  present  law,  since  an  employee  is  considered  a  controlled 
person. 

Hie  proposed  definition  specifically  would  exclude  from  its  terms 
employees  whose  functions  are  clerical  or  ministerial,  except  that 
under  proposed  section  203(f)  a  person  guilty  of  misconduct  could 
be  barred  from  associating  with  an  investment  adviser  even  in  a 
clerical  or  ministerial  capacity.  Under  the  proposed  definition  the 
Commission  would  have  authority  to  classify  for  statutory  purposes 
persons,  including  employees,  controlled  by  an  investment  adviser. 

The  proposed  amendments  to  section  203(e)  of  the  Advisers  Act 
would  revise  slightly  the  provisions  relating  to  disciplinary  proceed¬ 
ings.  One  of  these  revisions  would  make  failure  to  supervise  employees 
a  ground  for  discipline.  This  conforms  to  the  1964  amendments  to  the 
Securities  Exchange  Act. 

Proponed  section  203(d) — Requirement  for  jurisdictional  proof 

Section  24(c)  of  the  bill  would  amend  section  203  of  the  Advisers 
Act  to  add  a  new  subsection  (d).  This  would  specify  that  any  provi¬ 
sions  of  that  act  (other  than  sec.  203(a),  the  provision  that  imposes  a 
general  requirement  of  registration  on  investment  advisers),  which 
nrohibits  any  act  or  conduct  if  the  mails  or  any  means  or  instrumental¬ 
ity  of  interstate  commerce  are  used  in  connection  therewith  also  would 
prohibit  such  act  or  conduct  by  a  registered  investment  adviser  or  by  a 
person  acting  on  behalf  of  such  investment  adviser  whether  or  not  the 
mails  or  any  instrumentality  of  interstate  commerce  are  used.  (Exist¬ 
ing  subsec.  (d)  of  sec.  203  would  be  redesignated  as  subsec.  (e)  and 
existing  subsecs,  (e)  through  (g)  would  be  redesignated  as  subsecs, 
(g)  through  (i).) 

Various  provisions  of  the  act  prohibit  activities  of  an  investment 
adviser  only  if  they  involve  a  use  of  the  mails  or  means  or  instrumen¬ 
tality  of  interstate  commerce.  The  effect  of  the  proposed  amendment 
won!  d  be  to  prohibit  such  activities  by  a  registered  investment  adviser 
under  the  act  irrespective  of  proof  that  the  mails  or  instrumentalities 
of  interstate  commerce  were  used  in  connection  with  the  particular 
activity. 
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SMALL  BUSINESS  INVESTMENT  ACT 

IS.  2540] 

To  amend  the  Small  Business  Investment  Act  of  1958 
History  of  Legislation 

S.  2540  was  introduced  by  Senators  McIntyre  and  Percy  on  July  2, 
1969.  Hearings  were  lield  on  July  8,  9,  and  11,  1969.  It  was  reported 
on  August  11,  1969  (S.  Kept.  91-369).  It  passed  the  Senate  on  Au¬ 
gust  13,  1969.  Hearings  were  held  by  the  House  Banking  and  Currency 
Committee  on  December  3, 1969. 

Digest  of  Bill 

S.  2540  would  amend  section  303(b)  of  the  Small  Business  Invest¬ 
ment  Act  of  1958  to  clarify  SBA’s  authority  to  enter  into  guarantee 
agreements  for  loans  made  by  private  lending  institutions  to  SBIC's. 


SMALL  BUSINESS  ACT  AND  SMALL  BUSINESS 

INVESTMENT  ACT 

[S.  2815] 

To  amend  section  4(c)  of  the  Small  Business  Act  and  section  302  and  304  of  the 

Small  Business  Investment  Act  of  1958 

History  of  Legislation 

On  July  8,  9,  and  11,  1969,  the  Small  Business  Subcommittee  held 
hearings  on  the  bill  pending  before  it.  They  were  S.  915,  S.  1212,  S. 
1213,  iS.  1750,  S.  1763,  S.  1782,  S.  2385,  S.  2408,  and  Senate  Resolution 
176.  Subsequently  Senator  McIntyre  reported  a  committee  bill,  S.  2815, 
on  August  11,  1969  (S.  Kept.  91-370).  It  passed  the  Senate  on  Au¬ 
gust  13, 1969.  No  action  has  been  taken  by  the  House. 


Digest  of  Bill 

Section  1  of  the  bill  would  increase  the  amount  of  loans  which  may 
be  outstanding  for  State  and  local  development  companies  from  $300 
million  to  $500  million. 

Section  2  would  clarify  banks  right  to  buy  SBIC  debentures. 

Section  3  would  permit  SBIC’s  to  invest  in  unincorporated 
businesses. 
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DOMESTIC  SHOE  MANUFACTURER  HEARINGS 

On  September  16,  17,  1969,  the  Small  Business  Subcommittee  held 
hearings  in  Washington  on  the  problems  of  the  small  domestic  shoe 
manufacturers.  On  October  2, 1969,  hearings  were  held  in  Manchester, 
N.H.,  and  on  October  3, 1969,  hearings  were  held  in  Boston,  Mass. 


FOREIGN  TRADE  ZONE  APPLICATION  OF  STATE  OF 

MAINE  HEARINGS 

On  December  19,  and  30,  1968  and  January  13,  and  March  14,  1969, 
the  Small  Business  Subcommittee  held  hearings  on  the  application 
for  a  foreign  trade  zone  of  the  State  of  Maine. 


i 


COMMITTEE  PUBLICATIONS,1  91ST  CONG.,  1ST  SESS.,  1969 


Title 


Bill  No.  Kind  of  publication  Date 


Banking: 

Deposit  Rates  and  Mortgage  Credit _ S.  2499  and  S.  2577..  Hearing 

High  Interest  Rates _ _ _ _ _ _ _ do. 


Independent  Agency  for  Credit  Unions 
National  Capital  Area  Bank  Holding.. 
Amendment. 

Taxes  on  National  Banks . . . 


Consumer  credit: 

Consumer  Credit  Insurance  Act  of  1969 


S.  2298  and  H.R.  2.... 

_ do.  .  _ 

S.  2569 

_ do . . . 

S.  2906  and  H.R. 

_ do _ 

7491. 

S.  1754 _ 

_ do _ 

Fair  Credit  Reporting _ S.  823 _ do _ 

Unsolicited  Credit  Cards . . S.  721 . do _ 

Defense  production:  Joint  Committee  on  Defense . H.  Rept.  91—3 

Production,  18th  Annual  Reports 
Housing: 3 

Effect  of  Lumber  Prices  and  Shortages  on  the . . S.  Doc.  91-27 

Nation’s  Housing  Goals. 

Housing  and  Urban  Development  Legislation  S.  2864 .  Hearing . 

of  1969. 

Mass  Transportation— 1969 _ S.  3154 _ do _ 


Mobile  Homes _ _ S.  2740 . . do _ 

Mortgage  Interest  Rate  Commission  Report . . . . . do... . 

Problems  in  Lumber  Pricing  and  Production . . . do _ 

Progress  Report  on  Federal  Housing  and  . Committee  print 

Urban  Development  Programs. 

International  finance: 

Cargo  Preference  Provision  of  the  Export  S.  296 _ _ Hearing . 

Expansion  and  Regulation  Act. 

Export  Expansion  and  Regulation . S.  813  and  S.  1940 . ..do. . . 


Nominations: 

Burns,  Arthur  F.,  Federal  Reserve  System . . . . . do. 

Cox,  Lawrence  M.,  Housing  and  Urban  Devel-  . . . do. 

opment. 

Clark,  John  Conrad,  Export-Import  Bank  of  _ _ _ _ _ do. 

the  United  States. 

Clarke,  Thomas  Hal,  Federal  Home  Loan  . . . .do. 

Bank  Board. 

Finger,  Harold  B.,  Housing  and  Urban  Devel-  . . do. 

opment. 

Gulledge,  Eugene  A.,  Housing  and  Urban  De-  . . . de¬ 

velopment. 

Houthakker,  Hendrik  S.,  Council  of  Economic . . . . . . do. 

Advisers. 

Hyde,  Floyde  H.,  Housingand  Urban  Develop- . . . . do. 

ment. 

Herlong.  A.  Sydney,  Securities  and  Exchange . . .do. 

Commission. 

Jackson,  Samuel  C.,  Housing  and  Urban  De- . . . do. 

velopment. 

Kearns,  Henry,  Export-Import  Bank  of  the . . do. 

United  States. 

Kamp,  Carl  0.,  Jr.,  Federal  Home  Loan  Bank . . . do. 

Board. 

McCracken,  Paul  W.,  Council  of  Economic . . . . . do. 

Advisers. 

Martin,  Preston,  Federal  Home  Loan  Bank . . . . do. 

Board. 

McCullough,  R.  Alex,  Export-Import  Bank  of . . . _do. 

the  United  States. 

Needham,  James  J.,  Securities  and  Exchange  . . . . Hearing 

Commission. 

Romney,  George  W.,  Housing  and  Urban . . . . do. 

Development. 

Stein,  Herbert,  Council  of  Economic  Advisers . . . do. 

Simmons,  Samuel  J.,  Housing  and  Urban . . do. 

Development. 

Sandoval,  Hilary  J.,  Jr.,  Small  Business . . . do. 

Administration. 


Footnotes  at  end  of  table. 
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Sept.  9,  10,  and  22. 
Mar.  25,  26,  and 
Apr.  1. 

Sept.  23. 

Oct.  7  and  8 

Sept.  24. 


June  26,  27,  and  30, 
and  July  1. 

May  19,  20,  21,  22 
and  23. 

Dec.  4,  7,  and  8. 
January. 


June  16. 

July  15,  17,  18,  21, 

22,  and  25. 

July  23,  24,  and  29, 
Oct.  14,  15,  and  16. 
Sept.  12  and  15. 

Sept.  25,  26,  29,  30, 
and  Oct.  1. 

Mar.  19,  20,  and  21. 
September. 


July  10. 

Apr.  23,  24,  28,  29,  30, 
and  May  1  and  28. 

Dec.  18. 

Feb.  26. 

May  27. 

July  28. 

Apr.  21. 

Sept.  25. 

Jan.  27. 

Feb.  3. 

Sept.  18. 

Feb.  3. 

Mar.  13. 

Do 

Jan  27. 

May  15. 

Do. 

June  17. 

Jan.  16. 

Jan.  27. 

Feb.  3. 

Mar.  25. 
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91ST  CONG.,  1ST  SESS.  (1969)— Continued 


Title 

Bill  No. 

Kind  of  publication 

Date 

Nominatioons— Continued 

Sauer,  Walter  C.,  Export-Import  Bank  of  the 

.  do _ 

.  May  15. 

United  States. 

Theodore,  Nicholas  G.,  U.S.  Mint _ 

_ do _ 

Do. 

Unger,  Sherman,  Housing  and  Urban  De- 

_ do _  _ 

-  Feb.  3. 

velopment. 

Van  Dusen,  Richard  C.,  Housing  and  Urban 

_ do _ 

Do. 

Development. 

Villarreal,  Carlos  C.,  Urban  Mass  Trans- 

_ do _ 

_  Mar.  13. 

portation. 

Securities: 

Analysis  of  Investment  Company  Amend- 

S.  34 _ 

.  Committee  print _ 

.  Jan.  17. 

ments  of  1969. 

Investment  Company  Amendments  Act  of 

S.  23  and  S.  296 _ 

Hearing _  _ 

.  Apr.  15,  17,  and  18. 

1969. 

Problems  in  the  Securities  Industry 1 2 3  4_.  ..  _ 

_ do _  _ 

.  Mar.  6. 

Small  business: 

Federal  Government’s  Disaster  Loan  Pro- 

.  Feb.  6. 

grams. 

Federal  Minority  Enterprise  Program _ 

_ do _ 

.  Dec.  9, 10, 11,  and  12. 

Small  Business  Legislation  of  1969 _ 

S.  2540  and  S.  2815.. 

_ do _  _ 

-  July  8,  9,  and  11. 

1  Copies  of  hearings  and  committee  prints  may  be  obtained,  except  as  indicated,  from  the  Senate  Committee  on  Banking 
and  Currency,  room  5300,  Senate  Office  Building,  Washington,  D.C.  20510,  until  the  supply  is  exhausted. 

2  Available  from  the  Joint  Committee  on  Defense  Production,  room  459,  Senate  Office  Building,  Washington,  D.C.  20510, 
until  the  supply  is  exhausted. 

3  Copies  of  publications  on  housing  legislation  may  be  obtained  from  Housing  and  Urban  Affairs  Subcommittee,  Room 
5226,  New  Senate  Office  Building. 

4  Supply  exhausted. 


ADDITIONAL  PUBLICATIONS  FROM  PAST  SESSIONS  OF  CONGRESS 
STILL  AVAILABLE  FROM  THE  COMMITTEE1 

90TH  CONG.,  2D  SESS.(1968) 

Title  BiM  No.  Kind  of  publication  Date 


Banking: 

Bank  Protection  Act  of  1968 _ S.  3001  _ Hearing _ 

Federal  Credit  Union  Act  Amendments  _ S.  3002,  S.  3214,  and _ do _ 

S.  3395. 

Financial  Institutions  and  the  Urban  Crisis _ do _ 

Michigan  National  Bank  Branch  Offices _ S.  356  _ do _ 

Purchase  of  Treasury  Securities  and  Interest  S.  2923  and  S.  3133 _ do _ 

on  Savings  Deposits. 

Savings  and  Loan  Receiverships . . .  S.  3436 . . . do . 

Consumer  credit: 

Consumer  Credit  and  the  Poors _ do _ 

Bank  Credit-Card  and  Credit-Check  Plans _ _ _ do _ 

Defense  production: 

Amendments  to  the  Defense  Production  Acts.  s.  3097 _ do _ 

Joint  Committee  on  Defense  Production,  17th _ _ _ H.  Rept.  1052 

Annual  Reports 

Gold:  Gold  Cover _ S.  1307,  S.  2815,  do _ 

and  S.  2857. 

Housing  and  urban  development:  * 

Housing  and  Urban  Development  Legislation  S.  3497 . . .do _ 

of  1968,  Pts.  1  and  2. 

International  Finance:  East-West  ITrade  (Pts.  1,  2,  S.J.  Res.  169 _ do _ 


and  3). 

Nominations: 

Cohen,  Manuel  F.,  Securities  and  Exchange . . . do. 

Commission. 

Lapin,  Raymond  H.,  Federal  National  Mort-  _ do 

gage  Association. 

Peck,  Merton  J.(  Council  of  Economic  Ad- _ _ _ _ do 

visers. 

Samuels,  Howard  J.,  Small  Business  Ad-  ... _ _ _ do 

ministration. 

Sherrill,  William  W.,  Federal  Reserve  System _ _ _ do 

Sitton,  Paul  L.,  Urban  Mass  Transportation _ _ _ do 

Administration. 

Smith,  Warren  L.,  Council  of  Economic  Ad- . . . do 

visers. 

Sprague,  Irvine  H.,  Federal  Deposit  Insurance  _ _ _ _ _ do 

Corporation. 


Securities:  Securities  Exchange  Act  Amendments.  S.  1299  and  S.J.  Res. _ do 

160. 


Special  reports: 

Congress  and  American  Housing,  1892-1967  4 _  Committee  print 

Summary  of  Activities,  1968 _ _ _ _ do _ 


Apr.  1  and  2. 

May  24. 

Sept.  30  and  Oct.  1, 

2,  3,  and  4. 

Mar.  25. 

Apr.  3. 

May  20. 

Apr.  19. 

Oct.  9  and  10. 

June  18. 

January. 

Jan.  30,  31,  and  Feb.  1. 


Mar.  5-22. 


June  4,  13,  and  27; 
July  17,  24,  and  25. 

May  16. 

Aug.  2. 

Feb.  5. 

July  16. 

Jan.  22 
Sept.  11. 

June  11. 

July  23. 

May  16. 


February. 

November. 


90TH  CONG.,  1ST  SESS.  (1967) 


Banking: 

Prohibition  on  Use  of  Financial  Institutions 
as  Lottery  Agencies. 


Revolving  Credit  Provisions  of  Truth  in 
Lending. 

Miscellaneous  Banking  and  Credit  Union 
Bills. 

Export-Import  Bank  Act  Amendments  of  1967 _ 


in  Credit  Sales  of  Defense  Articles. 

National  Flood  Insurance  Act  of  1967 . . S.  1290,  S.  1797, 

and  S.  1985. 


H.R.  10595 _ 

_ do _ 

.  Aug.  18. 

S.  1306 _ 

_ do...  _ 

_  Aug.  28,  29,  and  30. 

S.  1084  and  S.  1085_. 

_ do _ 

.  July  11. 

S.  5 _ 

_ do _ 

.  June  23. 

S.  714,  S.  965,  and 

S.  966. 

_ do _ 

„  Mar.  14. 

S. 1155 _ 

_ do _ 

.  May  16. 

_ do _ 

Executive  meeting 

.  July  25. 

Hearing.. . . June  26,  27,  and  28. 


Footnotes  at  end  of  table. 
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90TH  CONG.,  1ST  SESS.  (1967)— Continued 


Title  Bill  No.  Kind  of  publication  Date 


Housing: 

Housing  Legislation  of  1967  (pts.  1  and  2) _ S.  2700 . . . do 


Fair  Housing  Act  of  1967 _ _ S.  1358,  S.  2114, 

and  S.  2280. 

Mortgage  Credit _ _ _ _ _ _ 

Mint  legislation: 

Mint  Marks . . . . S.  1008 _ 

Mint  Operating  Fund . . . . S.  1156 . . 

Silver  certificates.^. . . . . . S.  1352 _ 

Small  business: 

Small  Business  Amendments  of  1967 _ S.  1862 _ 

Small  Business  Crime  Insurance . . S.  1484 . 

Defense  Production  Act: 

Progress  Report  46  2 . . . . . . . 

Progress  Report  47  2 _ _ _ _ _ 

Progress  Report  48  2 _ _ _ 

Progress  Report  49 2 _ _ _ 


Defense  Production,  16th  Annual  Report2 _ 

(Joint  Committee  on  Defense  Production). 

Special  reports: 

Federal  Credit  Programs _ _ _ _ _ 

Mortgage  Discounts _ 

Investment  Company  Amendments  of  1967...  S.  1695 

Progress  Report  on  Federal  Housing  Programs  4 _ 

A  Study  of  Mortgage  Credit . . . . 

Rehabilitation  Programs _ _ 

Summary  of  Activities  (90th  Cong.,  1st  sess.) . 


do. 

do 


_ do.. 

. do... 

. do... 

_ do... 

_ do... 

_ do... 

_ do... 

_ do... 

_ do... 

H.  Rept.  1 


Committee  print 

_ do. . 

_ do . . 

_ do . . 

_ do . 

_ do . 

_ do . . 


July  17,  18,  19,  20,21, 
24,  25,  26,  27,  and 
28;  Aug.  7. 

Aug.  21,  22,  and  23. 

June  12,  26,  27,  and 
28. 

May  2. 

Do. 

May  4. 

June  1. 

Sept.  13 

June  16. 

June  19. 

June  23. 

June  24. 

Jan.  12. 


Jan.  21. 

Feb.  12. 

May  1. 

May  9. 

May  22. 
August. 
January  1958. 


89TH  CONG.,  2D  SESS.  (1966) 


Banking: 

Collective  Investment  Funds _ 

S.  2704... . 

. .do . . 

..  Mar.  8,  10,  and  11. 

Financial  Institutions  Supervisory  Act  of  1966.. 

S.  3158. . 

. do _ 

..  Apr.  4,  5,  7,  12,  and  14; 
May  17,  18,  and  19. 

Michigan  National  Bank  Branch  Offices _ 

S.  308 _ 

. .  do . 

..  Aug.  17. 

Participation  Sales  Act  of  1966..  . . . 

Savings  and  loans: 

H.R. 14544  and 

S.  3283. 

. do. . . 

..  Apr.  26  and  28. 

Interest  Rates  and  Mortgage  Credit . . 

S.  3687,  S.  3627, 
and  S.  3529. 

_ do . . 

..  Aug.  4. 

Regulation  of  Maximum  Rates  of  Interest  Paid 
on  Savings. 

S.  3687  and  H.R. 
14026. 

. do . . 

..  Sept.  13. 

Interstate  Land  Sales  Full  Disclosure  Act _ 

Small  Business: 

S.  2672.. . 

..  Hearing.. . 

..  June 21  and  22;  Aug.  18. 

Assistance  to  Kansas  Areas  Damaged  by  Tor¬ 
nadoes. 

S.  3493 _ _ 

_ do . 

. .  June  20. 

Establish  Separate  SBA  Revolving  Funds _ 

S.  2729... . 

. . do. . . 

..  Jan.  25  and  26. 

Small  Business  1  nvestment  Act  Amendments 
of  1966. 

S.  3695 _ 

_ do... . . 

..  Aug.  24  and  25. 

Small  Business  InvestmentCompany  Program. 
Special  reports: 

_ do.. . . 

..  July  15, 19,  and  29. 

Amendments  to  the  Bank  Holding  Company 
Act  List  of  Companies  and  of  Organizations 
Covered  by  S.  2353. 

..  Committee  print... 

..  February. 

Summary  of  Activities  (89th  Cong.  2d  sess.).. 

_ do. . 

..  December. 

Programs  of  Small  Business  Displacement 
Under  Programs  of  Public  Improvement 
(Report  of  the  Attorney  General  pursuant  to 
sec.  10(c)  of  the  Small  Business  Act  of 
1958  as  amended). 

_ do _ 

..  Dec.  15. 

89TH  CONG.,  1ST  SESS.  (1965) 


SEC  Registration  Fees.. . S.  1707 . do . . . Sept.  22. 

SBA  Authorization  Fund  Income . . . . H.R.  7847 . .do . . .  June  18. 

Summary  of  Activities  (89th  Cong.,  1st  sess.) . . . do . . . December. 


1  Copies  of  hearings  and  committee  prints  may  be  obtained,  except  as  indicated,  from  the  Senate  Committee  on  Banking 
and  Currency,  room  5300,  Senate  Office  Building,  Washington,  D.C.  20510,  until  the  supply  is  exhausted. 

2  Available  from  Joint  Committee  on  Defense  Production,  room  459,  Senate  Office  Building,  Washington,  D.C.  20510. 

3  Also  available  from  the  Superintendent  of  Documents,  U.S.  Government  Printing  Office,  Washington,  D.C.  20402. 

4  Copies  of  publications  on  housing  legislation  may  be  obtained  from  Housing  and  Urban  Affairs  Subcommittee,  Room 
5226,  New  Senate  Office  Building,  Washington,  D.  C.  20510. 
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